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FLOOD AND DROUGHT IN CHINA 


Both Japan and North China have been visited 
by calamitous floods which will be remembered for 
their severity as long as those still live who were 
their victims. Both Kyushu Island and South 
Shantung appear to have had torrential down- 
pours of astonishing volume. A deluge of 27 
inches in less than 24 hours overwhelmed Kyushu, 
rendered hundreds of thousands homeless, and 
caused an exceptional death-roll. In south Shan- 
tung rainfall reached the fantastic figure of 40 
inches concentrated in a brief period compared with 
the normal annual average of 24 inches. But 
lamentable as is the disaster in Kyushu, it is dwarf- 
ed by the catastrophic flooding of vast stretches of 
the great northern and coastal plain along the 
Yellow River and south to the Yangtze. One 
estimate was that no fewer than eleven million 
acres were inundated, much of it the most produc- 
tive land in east China. It had been reported 
earlier that a record wheat crop was being harvested 
in east Honan and elsewhere, but it is not stated 
whether there was any time to transport it out of 
the flooded region. Just before this further blow 
fell energetic efforts by the authorities and the 
peasants themselves had drained off the greater 
part of the inundations in the hinterland of Shang- 
hai, but the new floods virtually linked up with 
the waterlogged areas. The main east-west Lung- 
hai Railway was interrupted for some time, and 
special measures had to be taken to prevent the 
Shanghai-Peking railway from being washed out. 

A four-day deluge in south Shantung followed 
a fortnight of exceptionally heavy and persistent 
rains. The whole of the middle reaches of the 
Yellow River as far to the west as Sian—whose 
suburbs were under several feet of water—was 
affected, and in one or two places in the lower 
reaches the banks gave way near Tungping Lake 
while officials were watching fearfully another flood 
crest rolling down the river toward the sea. Troops, 


agricultural co-operatives, and officials have all 
been mobilised to mitigate the disaster, but coming 
as it does on top of so many in recent years it is 
bound to have serious consequences. Areas in the 
Huai River valley and Necrth China which suffered 
from severe calamities in 1956 generally cxpected 
good crops of wheat, and in some instances bumpex 
crops were reaped. It was just when the wheat 
harvests were due last year that quite a number 
of areas in Kiangsu, Anhwei and Honan were 
flooded. Then a typhoon that struck the Chekiang 
coast swept over the areas, bringing with it torren- 
tial rains. There were floods also along the Sungari 
and in the Haiho valley in Hopei. The total calamity- 
stricken area of the country in 1956 was bigger than 
that in 1954. The State’s allocations and provision 
of grains helped immensely the people’s efforts to 
tide over famines. Relief funds aggregating nearly 
380 million yuan were loaned to Hopei, Honan, An- 
hwei, Kiangsu, Chekiang, Heilungkiang and Kirin. 
Hopei, as a result of water drainage efforts, 
was able to plant 38 million mow of wheat ten days 
ahead of the usual time and APCs in Honan com- 
pleted—under the slogan “Fight the flood for land” 
—the cultivation of 7% million mow of late autumn 
crops and harvested 220 m. catties of grains, 300 m. 
of potatoes, and 8,200 m. of vegetables, Sideline 
production alsc helped a great deal, and peasants 
are quoted as expressing warm approval of the 
operation of the co-operatives. “The Party and 
the People’s Government are closer to us than our 
parents,” they are quoted as saying. Certainly the 
cadres who went out into the countryside and 
shared hardships with the stricken farmers gained 
their hearty support. In the freezing days of last 
winter thousands of cadres were sent out to the 
distressed areas to help. But the crisis now 
pending seems even more serious than in 1956. 
Ironically enough, almost as much anxiety is 
being shown over the opposite disaster of drought 
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in Hunan, Fukien and Kiangsi. Furthermore, 
people were faced not only with a tense struggle 
against Nature but also among themselves. To 
the many other disputes mentioned during the 
“contradictions” expositions must be added the 
disputes over water. These disputes directly in- 
volve the livelihood and production of many people 
and can thus easily lead to a rise in mass sentiments, 


“developing into collisions and fights.” Some of 
these disputes have long histories. 
The disputes over irrigation were stripped 


dewn to a quarrel over access to water between per- 
sons managing the lower ditches and those con- 
trolling the upper ones. For instance, along both 
banks of the Nanyunho in Hopei, the Tientsin 
Municipality had 230,000 mow of paddyfield, while 
Hepei Province had 400,000 mow. This year, the 
Tientsin and Tsanghsien administrative districts 
have developed their area to 450,000 mow,.in addition 
to some 100,000 mow of paddyfield. All this 
needs water for irrigation. But water available 
on the Nanyunho this year was limited, and when 
it is liberally used on the upper reaches a shortage 
is felt in the lower reaches. Though a preliminary 
settlement was worked out for such disputes, losses 
have already been suffered. The 230,000 mow of 
paddyfield at Hsiaotsan, in the Tientsin area, was 
able to complete planting of seedlings in time last 
year. But the shortage of water this year preven- 
ted all except the planting of 10,000 mow and the 
leaching of 110,000 mow. Alkali has not yet been 
leached out of the remaining land. Part of the 
seedlings in the Tientsin administrative district 
withered on account of drought and part of the 
seeds sown there on 7,000 mow have also died. 
People who bear the brunt of this tragic event 
naturally are unhappy. Production has declined 
and supply and demand been thrown out of gear. 

Moreover in many instances the interests of 
people on one bank of a river conflicts with the 


BRITAIN AND FREE 


By Paul 


The project which aims at creating the free trade’ sys- 
tem in Europe has recently acquired new momentum. The 
treaty creating a common market or customs union between 
six countries (France, Germany, Italy, Netherlands, Bel- 
gium, Luxemburg) which they call European Economic 
Community was signed in Rome last March and is now in 
process of being ratified by respective parliaments. As soon 
as ratification is over negotiations can begin in earnest 
for creating the free trade area consisting of countries in 
Western Europe that would be prepared to associate them- 
selves with customs union countries in free trade system 
without being full members of the union. If all goes 
according to plan the free trade system in Europe compris- 
ing the central eore of union and associated free trade area 
should be launched some time in 1958. 
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interests of others on the other bank. Disputes 
over flood prevention have often been due to some 
of the areas digging ditches and drawing water to 
ward off flood dangers without regard to the in- 
terests of those lower down. And these build 
dykes and dams to prevent the downflow of the 
water. Much the same is true of people on the 
two banks. The disputes over drainage in Ching- 
hsien, Tsinghai and Huanghua, Hopei, those in 
Pingyu, Hsintsai (Honan) and in Lingchuenhsien 
(Anhwei), the quarrel over flood prevention on the 
Changho between Honan and Hopei, and the dis- 
putes over drainage in Hsinyieh (Honan) and 
Hsiangyang (Hupeh) have long been pending, and 
the parties have remained so adamant that fights 
with weapons have been reported. Some have been 
settled preliminarily, and others have not been so 
settled. “The disputes over water conservancy 
may be attributed to our inability to control and 
ward off natural calamities. We will not be able 
to put an end to such disputes in a relatively short 
period cf time. But we must not lose sight of the 
fact that improper handling of contradictions be- 
tween men frequently leads to an aggravation of 
contradictions between man and Nature.” 

Some cadres have assumed an _ irresponsible 
bureaucratic attitude towards disputes of this 
sort. They claim that as the disputes have long 
histories behind them, they cannot settle them over- 
night, thus feeling placidly free of any onus. 
Others simply let the disputes ride because they 
fear that if they interfere the disputants may 
charge them with taking sides and get themselves 
hopelessly sandwiched as a scapegoat between the 
contending parties. But the People’s Daily warn- 
ed the cadres and organs charged with leadership 
that they must bear in mind the interests of the 
people and try to form serious solutions and avoid 
“sloppy and dilatory acts of subjectivism and 


_ bureaucratism.” 


TRADE IN 


Bareau 


EUROPE 


The free trade area proposals have aroused very con- 
siderable interest among the British and Commonwealth 
public. It has been asked on one hand why Britain should 
have decided to have anything to do with this project and 
on the other why it should stop somewhat short of complete 
membership. The first question was put with particular 
edge in recent days when Prime Ministers of the Common- 
wealth had been meeting in London and when one of them, 
the new Canadian Premier Mr. Diefenbaker, has publicly 
suggested that a Commonwealth trade conference be 
held in the near future. A point to note is that nothing 
that the British Govt has done in this matter of association 
with European free trade system is in any way inconsistent 
with its loyalty to Commonwealth trading ties. In fact the 
British Govt has gone out of its way to take part in devis- 
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ing in free trade area, a means which is specifically intended 
to safeguard these preferences while at the same time 
enabling Britain and incidentally the whole Commonwealth 
to share in benefits which the European freer trade pro- 
posals undoubtedly promise. 

The customs union between the six countries mentioned 
implies gradual elimination of tariff and other barriers to 
trade between them. But it also and inevitably implies a 
common tariff between them as a group and outside world. 
If Britain had become a member of the customs union it 
would have been called on to apply this common tariff 
against countries outside free trade system in Europe. This 
would have meant not merely abolishing her preferential 
arrangements with the Commonwealth but inverting them; 
putting up tariffs on many Commonwealth goods which at 
present pay no tariff at all and at the same time admit- 
ting the same goods coming from Europe duty free. There 
was never any question of doing this, and this is the main 
reason why Britain decided not to be part of the customs 
union and member of the European Economic Community. 

The means which has been devised to reconcile Bri- 
tain’s loyalty to and interest in the Commonwealth and its 
special interest in Europe was that of industrial free trade 
area. Firstly trade in food, drink and tobacco is to be 
excluded from these arrangements at least as far as Britain 
is concerned. Since nine-tenths of imports into UK from 
the Commonwealth that benefit by preferences are in that 
category this exclusion will maintain substance of Common- 
wealth preferences. Secondly UK as free trade area coun- 
try while gradually eliminating its tariffs on manufactured 
goods with the customs union and any other free trade 
area country will retain its independence in negotiating its 
tariff arrangements with countries outside Europe such as 


WORKERS’ 


Neither the Soviet Union nor the Chinese People’s 
Government are enamoured of Marshal Tito’s Workers’ 
Councils, though it was natural enough that Tito should 
have chosen the Congress of Workers’ Councils in Belgrade 
toward the end of June for a forthright defence of the 
Yugoslav “road to Socialism.” He assailed attacks made in 
other countries on this Yugoslav experiment and declared 
that each Communist country should be allowed to build 
Socialism “as it thinks best and with the means at its dis- 
posal.” Criticisms from other Communist countries, he said, 
were not always benevolent and objective but, on the con- 
trary, often ill-intentioned, and it was time they ceased, 
for relations between the countries should be based on 
sincerity and trust. The Yugoslav Communists, he said, 
did not need to justify the existence of workers’ councils, 
for they had demonstrated their great value in practice. 
But while he questioned the competence of certain critics 
to declare which institutions and methods were Socialist 
and which were not, he said Yugoslavia had no intention 
of forcing the workers’ council system upon others. At the 
same time he attacked criticisms from the West contesting 
the democratic character of the Yugoslav regime. 


The Chinese delegate (Liu Chan-chen), who is Vice- 
Chairman of the Chinese Federation of Trade Unions 
acknowledged that Yugoslavia had achieved great successes, 
but held that the Soviet Union deserved that its experi- 
ence should be studied primarily, because. it is the oldest 
country of Socialism. Yugoslavia was experimenting with 
workers’ self-management, but “in China there is need 
for great centralisation of leadership.” That seems quite 
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USA, Japan and USSR. In this way UK will be able to 
continue charging lower duty on Canadian and Indian goods, 
for example, than on USA and Japanese goods. That is how 
the free trade area formula saves Commonwealth preferences. 

But the question why go into this freer trade with 
Europe at all hasn’t yet been answered. The reason is that 
the proposal to form a common market has been translated 
from vague aspiration to a workable, realisable project. It 
must be assumed that with or without Britain’s association 
the common market comprising a population of 165 million 
and the most rapidly expanding economy in the world will 
be formed. Imports of manufactured goods going into that 
area have increased by seventy percent since 1952 while 
over the same period imports of manufactures into North 
America have gone up by forty percent and in overseas 
sterling area by thirty percent only. If UK had remained 
outside this project it would have found itself handicapped 
by common tariff walls erected by the customs union against 
outside world. Eventually German cars, for example, would 
go duty free to Belgium while British cars would have duty 
to pay. That would have been putting onerous handicaps 
on British exports to these countries. 

Quite apart from these obvious economic arguments 
in favour of British association with free trade Europe 
there are equally substantial political reasons for moving 
in the same direction. To keep outside the project would 
have created another division of Europe at the very time 
when the British Govt through its NATO links (Organisation 
for European Economic Cooperation and Council of Europe) 
is trying to cement a free European community and thereby 
offer most solid, enduring kind of resistance to forces of 
disintegration that come from the other side of the Iron 
Curtain. 


REDE Si] Aes 


in line with the emaculation of the trade unions in 
China and the dissatisfaction of the workers with them but 
the attitude of the Soviet, Chinese and other delegates did 
not prevent the Congress from ending in a unanimous re- 
solution urging that the Workers’ Councils should be given 
greater freedom to dispose of their profits and that they 
should have greater independence from the local authorities 
and greater initiative. State control of the economy should 
be reduced to the minimum, said the resolution, and the 
bureaucracy should be combatted. Criticisms and free ex- 
pressions of views should be encouraged. 

These workers’ councils are among the few surviving 
innovations of the brave days after the break in 1948, and 
are the chief mark of Yugoslav independence from Russian 
example. They were attacked from Moscow in 1949, but 
Tito held to his course. In last year’s thaw they were press- 
ed with renewed confidence as an example to eastern 
Europe. It was the final disbandment of the workers’ coun- 
cils by the Kadar Government that was the greatest dis- 
appointment to the Yugoslav spectators of events in Hungary. 
Even Mr. Gomulka has been cautious over this Yugoslav 
innovation. Since the Councils are Yugoslavia’s distinc- 
tive contribution to Communist practice—a contribution of 
hardly less interest to the non-Communist world—it was 
natural for President Tito to rebut the charges of ‘‘revision- 
ism’’, anarchism, and capitalism which Russia and her satel- 
lites have made against his Government. But Tito himself 
faces a crucial issue arising out of his workers’ councils and 
the matter of wages. The Yugoslav Communists now want 
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By E. KANN 


PART X 


(17) PROVINCIAL BANK OF KWANGTUNG 


This institution was inaugurated in January, 1932, 
apparently as the successor of the Kwangtung Central Bank 
of China. Its capitalization is indicated at. $10,400,000 
(probably small coin $15 million). At the end of the year, 
its note circulation amounted to $33,761,000; by the close 
of 1933 it had increased to $39,250,000. Most of the notes 
circulated were in small coin dollars. Subsequent to China’s 
currency reform (November 3, 1935), endeavors were made 
to create one uniform monetary system, with the national 
dollar as the basic unit. Therefore, lengthy negotiations 
were initiated with the Canton authorities, leading to an 
agreement in terms of which the small coin dollar—as also 
Canton’s note-issue in small coin dollars—were to be 
abolished. Due to the outbreak of the Sino-Japanese war in 
1937, these arrangements could not be completed. The oc- 
cupation of Canton (October, 1938) and vicinity by Nip- 
ponese troops made the removal of the Provincial Bank of 
Kwangtung into the Interior necessary. Denominations of 
the bank’s notes called for 10, 20 and 50 cents, as well-as 
$1, 5, 10, 50 and 100. 


The Provincial Bank of Kwangtung was well managed 
and showed excellent business results, achieved under the 
guidance of Mr. Y. C. Koo. Unfortunately, it was uprooted 
and had to remove into the Interior in order to escape the 
Japanese soldiery. On November 9, 1940, a new (puppet) 
Yrovincial Bank of Kwangtung was inaugurated at Canton 
with a capitalization of $10 million. But same was not 
authorized to issue banknotes. As will be noted, Kwang- 
tung had, in the course of 35 years, (1905-1940) no less 
than six different banks of the province. 


With the collapse of Japan, in mid-August, 1945, the 
puppet-sponsored institution (whose activities had been 
limited to the precincts of the city of Canton) found a 
timely end, making room for the returning legitimate Pro- 
vincial Bank of Kwangtung. 


In face of the financial chaos, subsequent to the break- 
down of the “Gold Yuan” currency system (1949), the 
Kwangtung authorities authorized the Provincial Bank of 
Kwangtung to issue, as of June 6, 1949, silver dollar sub- 
sidiary notes in denominations of 1, 5, 10 and 50 cents, 


as well as 1 dollar, tentatively setting the limit at $1 
million, 


According to statements made by General Hsueh Yueh, 
Governor of Kwangtung, and Tu Mei-ho, general manager 
of the Kwangtung Provincial Bank, the notes were being 
issued only against surrender of Sun Yat-sen silver dollars, 
which coin automatically became the reserve. And also 
against foreign exchange, writes the “Far Eastern Economic 
Review” of Hongkong (June 22, 1949, No. 25). A fortnight 
after the release of this news, an amount of only silver 
$60,000 in fractional notes was in circulation. This result 
was attained in face of a great scarcity and frequent need 
of subsidiary notes. The memory of the fiasco in connection 
with the ill-fated “Gold Yuan” was responsible for the public 
attitude. In order to boost the people’s confidente, the 


authorities decreed that, after July 1, 1949, municipal rates 
and taxes would be collected in silver-dollar banknotes. 


Although these regional notes were redeemed upon 
presentation, the public would not hold them longer than 
was essential. During August, 1949, $550,000 of these 
notes were issued, and $540,000 flowed back into the bank’s 
till. At the end of that month $370,000 only in such frac- 
tional silver notes was in circulation, covered by a like sum 
in silver coin. 


(18) KWANGSI PROVINCIAL BANK 


The bank started business in 1912 or 1913. By 1915 
its note-issue aggregated $3,000,000. Gradually operations 
expanded, but with its growth irredeemability moved along- 
side. The bank underwent considerable difficulties, and 
holders of its notes suffered severe losses: Fiat money was 
put into circulation in the form of small coin dollar notes 
and in denominations of $1, 5 and 10, series being dated 
1912, 1926 and 1928. In 1932 the bank’s style was changed 
to Kwangsi Bank. 


In 1932 the bank re-organized its affairs, starting anew 
with head-office at Nanning. In 1936 its capital stood at 
$4,000,000 paid-up. Its note-issue was returned as follows: 


End of 

DG Si interes eae = er ages ee ee $ 4,437,871 
1933 5,546,761 
1934 6,346,988 
1935 16,776,412 
LOG. .- ..c5ste eee ee ee ee 62,366,091 


In summer of 1936 Kwangsi was involved in a rebellion 
against the National Government. This movement was, 
however, quelled within a few weeks, whereupon the Kwang- 
si authorities agreed to act on orders from the Central 
Government, Nanking, and—inter alia—to change the 
Kwangsi currency system from small coin to legal tender 
dollars. Though this transformation had not been accom- 
plished by February, 1937, for technical reasons, Kwangsi’s 
goodwill was evident from an order issued by its authorities, 
saying that, for the purpose of unification, the collection 
of taxes, from July 1, 1937, onward, must be made in legal 
tender dollars. 


In November, 1937, a special loan for $17 million was 
authorized by the Nanking Government for the benefit of 
Kwangsi Province in connection with its suffering note- 
emissions. 


Only in spring of 1939 was Kwangsi’s note-issue con- 
solidated at the ratio of Kwangsi yuan 2 equal to 1 fa-pi 
dollar. Other provinces were asked by the Central Au- 
thorities to accept old Kwangsi notes at the quotation of 
2 to 1. All of the Kwangsi Provincial Bank’s reserves were 
handed over to the Kwangsi branch of the Central Reserve 
Custodian Committee. Besides, the four government banks 


were instructed to accept the old Kwangsi notes at the pro- 
portion of 2 to 1. 
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(18a) KWANGSI PROVINCIAL GOVERNMENT 


This institution issued notes dated 1946 and produced 
by the Hongkong Printing Co. Denominations were 10, 20, 
50, 100 and 500 cents, payable in silver small coin at the 
rate of 1, 2, 5, 10 and 50 silver coins @ 10-cents. 


(18b) BANK OF KWANGSI PROVINCE 


Is identical with 18, judging from the same name im- 
printed in Chinese; only the foreign style is differing. 


(18c¢) KWANGSI BANK 


Is on record as having issued notes in ‘small coin’ dollars 
and fractional silver between 1912 and 1938. Some of 
these notes display no foreign inscriptions. The  institu- 
tion must have been a contemporary of the Provincial 
Bank of Kwangsi, or else identical with same, circulating 
notes under both names. 


(19) HUPEH GOVERNMENT MINT 


This institution existed already in 1900, or even a few 
years before. While it was not organized as a bank, it 
was the financial organ of the provincial Government, and 
as such it attended not merely to the coinage of metallic 
money, but also to the issue of banknotes. 


When Chang Chih-tung was viceroy in Wuchang, the 
capital of Hupeh, in the beginning of the 20th century, he 
gave authority to the Coinage Board to order from Japan 
dollar notes for the face amount of one million dollars, 
costing $21,000. This was the viceroy’s first attempt to 
create a circulation of dollar banknotes. Before placing the 
order in Japan, he gave Chinese engravers a chance to show 
what they could accomplish, but their work failed to satisfy 
him. The $1 notes were large in size and showed on the 
obverse two black dragons on green background, each one 
holding a Hupeh silver dollar, one the obverse, the other 
one the reverse. 


(20) HUPEH OFFICIAL MONETARY BUREAU 


Obviously this is the same organization as the fore- 
going Hupeh Government Mint; only its name was altered, 
both in Chinese and English. On the reverse is now printed 
as issuer ‘Hupeh Government Cash Bank’. This name can 
be found on the notes dated 1904. In common with almost 
all other banks of the provinces, this institution saw itself 
forced to over-issue paper money. The revolution of 1911, 
which actually broke out at Wuchang, caused the twin-city 
of Wuhan to suffer enormous losses through rioting and 
incendiarism; the chaos caused financial panics which the 
provincial bank could not weather. Runs on its coffers and 
violent depreciation of its fiat money became the order of 
the day. The prolonged state of affairs forced the bank 
to close its doors. 


(21) HUPEH PROVINCIAL BANK 
Opened in 1928 with a capitalization of $1,896,000; 
in 1941 it was increased to $3,000,000 paid-up. The head- 
office was situated at Hankow. 
On February 1, 1929, the re-organized Provincial 


Bank of Hupeh issued $200,000 fractional notes in denomin- 
tions of 10 and 20 cents. Later on it obtained authority 
from the Government to circulate altogether $10,000,000 
worth of subsidiary banknotes, always provided that the 
requisite amount of cover was held in reserve. The balances 
outstanding at the close of every half-year from 1929 to 
1936 were as follows: 
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First half year $ 184,200 
Second is 363,400 
First half year 491,700 
Second __,, 816,200 
First half year 1,202,000 
Second rf 1,224,400 
First half year 1,285,100 
Second + 2,900,500 
First half year 2,324,400 
Second _,, 4,111,400 
First half year 3,015,950 
Second a 6,075,050 
First half year 3,830,000 
Second - 7,847,800 
Hirstwhall year 1936 2 eee 10,369,100 


The fact that by the end of June, 1936, the circulation 
of notes still continued, is proof that the bank did not 
(or was not obliged to) withdraw the notes subsequent to 
the currency reform of November, 1935. 


As a result of occupation by Japanese military forces 
(in 1939) of the Wuhan cities in Central China, the Hupeh 
Provincial Bank was scheduled to serve Japanese needs. 
According to the U.S. Department of Commerce (Washing- 
ton, D.C.) China Trade Reports of April 15, 1940, the 
Hupeh Provincial Bank was to function as of May 1, 1940, 
for the Japan-sponsored Wuhan Special Municipalities, as 
well as for the Hupeh Provincial Government, with a capital 
of 20 million military yen. The bank’s head office was to 
be at Hankow, and branches were opened in the principal 
towns of the Central China occupied regions. 

The Nipponese military forces authorized the bank to 
issue its own notes, redeemable in Japanese military yen 
scrip. Besides this institution, whose firm name was changed 
into “The Middle Yangtze Industrial Bank,’”’ was acting as 
fiscal agent for that portion of Hupeh Province which was 
under occupation. With the breakdown of Japan (1945), 
the said bank closed its inglorious and somewhat short 
career. Its notes were in denominations of $1, 5 and 10; 
one series was dated 1929, and another issue 1941. 


YU SIEN BANK 


This institution acted as bank for Hunan Province, 
with head office at the capital Changsha. 

It had an extensive note circulation, the characteristics 
of which scarcely differed from that of other provincial 
banks. The bank was organized in 1918 by Governor Chang 
Ching-yao at a time when the Hunan Provincial Bank found 
itself in great difficulties. However, the new establishment 
did not succeed in remedying matters, and when Chang 
Ching-yao left the province in 1930, the bank had to close 
its doors. 

Uncontrolled note issues were the order of the day; 
and adequate reserves were invariably lacking. By 1915 
the circulation of paper money, for which the Hunan Pro- 
vincial Bank was responsible, was reliably estimated at $36 
million, inclusive of notes payable in copper. At that time, 
the market value of those notes stood at a discount of 
44%. Finally, the Yu Sien Bank suffered the same fate 
as its sister organization in neighboring provinces. It had 
to close its doors, because it was unable to redeem its own 
fiat money. 


(22) 


(23) HUNAN PROVINCIAL BANK 


As successor to the Yu Sien Bank, this institution was 
established on January 1, 1929, with an authorized capita) 
of $2,000,000, of which $1,500,000 had been paid in by 1936. 
The province of Hunan had suffered enormous losses by 
accepting provincial paper money, which became irredeem- 
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able and sometimes valueless. When in 1915 the- Bank of 
Communications opened a branch office in Changsha, the 
event was hailed as a blessing by the commercial community, 
for its notes were redeemable against silver, and therefore 
they remained at par with silver. 


On May 16, 1936, the Hunan Provincial Bank issued 
$600,000 worth of new subsidiary notes in denominations 
of 20 and 50 cents, in replacement of worn notes which 
latter were to be destroyed. 


The total issue of banknotes at the end of the year, 
since 1932, is returned as follows: 


TEs ee ee A Se $1,510,400 
Yd ak een te eae ole A? LO 3,276,517 
hae ook en eee sae 6,197,200 
OSG MWS re ceady 03 Dias, Mein 8a 6,524,100 


Aside from fractional notes, the Hunan Provincial 
Bank also circulated fiat money in denominations of $1, 5 
and 10; one series was dated 1928. 


In 1988 the Hunan Provincial Bank had to be re- 
organized once more. By that time it had in circulation 
provincial subsidiary currency in denominations of 2, 3, 5, 
10 and 20 cents, for altogether $5,000,000. On top of its 
own difficulties the bank was then saddled with the duty to 
redeem a quantity of Kwangsi Province notes which had 
been brought to Hunan by Kwangsi troops. 


Due to the misery caused throughout China by the 
runaway inflation of 1948/49 the Hunan Provincial Bank 
decided (February, 1949) to issue its own subsidiary notes 
in denominations of 10, 20 and 50 cents, supposedly secured 
by silver funds; the total of this category comprised $2 
million. 


(23a) HUNAN BANK 


Most likely a republican creation, which issued notes 
in terms of taels and dollars, dated 1912. 


(23b) HUNAN GOVERNMENT BANK 


Was the precursor of the Hunan Bank. Emitted fiat 
money in terms of taels and dollars, dated between 1903 
and 1908 under imperial regime. 


(23c) PROVINCIAL TREASURY OF HUNAN 
There is at least a 1 $ note of 1926 on record. 


(24) KIANGSE GOVERNMENT BANK 


About the organization of successive provincial banks 
for Kiangsi Province comparatively little is known. Judging 
by the fact that 1-dollar notes exist, on the reverse of 
which the name of the Kiangse Government Bank appears 
in print, the institution must have been established either 
in 1907, or a few years before that date. What the fate 
of the said bank was is not on record. Seemingly its career 
was not too auspicious, for one did not meet its notes in 
later years. 


This bank also issued tael notes, dated 1907, of which 
the author has seen the following denominations: 1, 50 
and 100 taels. 


(25) KIANGSE BANK 


Undoubtedly this was the same organization as No. 
24, It issued notes dated 1916, calling for denominations 
of $1, 5 and 10. Whether it continued operations under 
another name, or whether its career was broken by ad- 
verse circumstances (the fate of the preceding institution) 
is not obvious. Also unknown is its capitalization. In 
1915 the notes in circulation in Kiangsi Province were esti- 
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mated at 8 million dollars. Their market value was about 


two-thirds of face amount. 


(26) KAN SEN BANK 


As successor to the foregoing concern the Kan Seng 
Bank issued notes in 1924, or prepared such notes for cir- 
culation; denominations were $5 and 10. The Kan Sen 
Bank actually was the bank of Kiangsi Province. How 
long it functioned under its own name cannot be stated. 
Its career was rather brief. 


(27) KIANGSI LOCAL BANK 


This institution used the paper money of the Kan Sen 
Bank by surcharging same on the obverse (where the 
Chinese text is found) in large dark-red letters with 
“Kiangsi Di Fang Yin Hang”. Strange to say, the reverse 
was left unaltered, for here the original name of Kan Sen 
Bank was continued to be shown in English. New notes in 
denominations of $1, 5 and 10 were issued in 1924 (13th 
Year), printed by the Nanchang Engraving Co. The career 
of the Kiangsi Local Bank was brief. 


(28) KIANGSI PROVINCIAL BANK 


In the early summer of 1925 it was announced that 
the bank of Kiangsi Province had been reorganized. At 
that time it issued notes in denominations of $1, 5 and 10, 
dated 1924. Hitherto it had its capital supplied to the 
extent of 50 per centum by official sources, while the other 
half was privately subscribed. The newly reformed concern 
was to be owned entirely by the province. Its capital ‘was 
fixed at $2,000,000, and the bank was to start business as 
soon as one-quarter thereof was paid in. A new set of re- 
gulations was drafted. 

In 1926 the Kiangsi Provincial Bank issued Treasury 
Notes in the shape of banknotes in denominations of $1, 5 
and 10. On the reverse of these bills was found the follow- 
ing legend in Chinese: 


_  “l.—The Treasury Notes are issued by special permis- 
sion from the Ministry of Finance and upon the request of 
both the commander-in-chief and the Governor of Kiangsi 
Province. 

2.—The amount to be issued within five months is 
$2,000,000. 

8.—There are three denominations, viz., $1, 5 and 10. 

4.—The taxes throughout the province are to serve 
as security for the issue. 

5.—The Kiangsi Native Funds Organization is to hold 
the proceeds of these taxes and pay them into the Bank 
of China and the Kiangsi Provincial Bank, Nanchang. 

6.—Interest are payable at the rate of 12% per annum. 

7.—These notes are redeemable to the extent of 
$200,000 monthly, beginning from March of the 16th Year 
of the Republic. 

8.—The notes are redeemable in silver dollars 
also are good for paying taxes. 
refuse acceptance of the notes.” 


At the close of 1926, the liabilities of the Kiangsi 
provincial Government in the form of loans contracted 
with various Chinese and Japanese banks, and bonds issued, 
amounted to about $40,000,000. Out of this sum $21 mil- 
lion was due the Kiangsi Provincial Bank, whose notes had 
depreciated by the end of 1926 to only 35% of face value. 

When the Kuo Min Tang army occupied Kiangsi 
(November, 1926), it was faced with a financial situation 
as outlined in the foregoing paragraph. A Financial Re- 


-They 
Nobody is permitted to 


‘organisation Commission was appointed with a view to re- 


medying this delicate state of affairs. 


The said body re- 
commended the following measures: 


August 1, 1957 


(1) Collection of taxes and dues should be let by 
tender, and all collecting agents originally appointed by 
the military should be removed. 


(2) Adequate measures should be adopted by the 
local Chamber of Commerce for raising the market value 
of the notes issued by the Kiangsi Provincial Bank; and 
Government should assist in carrying out these measures. 


(3) The Kiangsi Provincial Bank should not issue any 
more new notes and all deposits with the bank should be 


‘frozen’, except those of philanthropic and _ educational 
bodies. 
(4) An office should be opened for the purpose of 


redeeming the notes of the Central Bank (Kwangtung) that 
have been put into circulation in Kiangsi Province by the 
Kuo Ming Tang troops. 


(5) Capital punishment should be meted out to any 
revenue collecting agent who embezzles upward of $100 in 
government funds. 


(6) The Commander-in-chief of the Kuo Min Tang 
army should instruct all government organs to prepare bud- 
gets. 


At that time, the Kiangsi Provincial Bank had $12,000,- 
000 notes in circulation. The mercantile community de- 
clined to accept these notes, whereupon the bank appealed 
to the Chamber of Commerce for assistance. Meanwhile 
the Kuomint&’ng had ordered that all taxes should be paid 
in Central Bank of China fiat money, which modus dealt 
another blow to the Kiangsi Provincial Bank. An appeal 
was presented by local bankers and merchants, requesting 
that the revenue-collecting organs should be made to accept 
the Kiangsi Bank’s paper as a precaution against monetary 
disturbances. * 


(29) THE YU MING BANK OF KIANGSI 


The reconstruction of Kiangsi’s provincial banks had 
to continue, since no efficacious way had been discovered for 
disentangling the chaos. As nothing better could be dis- 
covered, the authorities decided to “reorganize” by simply 
changing the bank’s name. This was in 1927, when the 
Yu Ming Bank became the immediate successor to the 
Kiangsi Provincial Bank. Its capital was indicated at 
$1,000,000, all paid up. In 1933 the Yu Ming Bank issued 
notes in denominations of $1, 5 and 10, dated 22nd Year 
of the Republic (1933) and printed by the Ta Tung Book 
Co. 


With the approval of the Kiangsi provincial authorities, 
the Yu Ming Bank, conjointly with the Reconstruction and 
Municipal banks of Nanchang, issued 80 million subsidiary 
notes of 5-cents denomination, the equivalent of $4,000,000. 
The issue was limited to Kiangsi, though the small notes 
were convertible into fa-pi at anyone of the three banks. 
A special Commission was organized in spring of 1938 to 
control this issue. 

Before placing this particular lot of 5-cents value into 
circulation, the Yu Ming Bank of Kiangsi had issued 
other paper money, consisting of notes in denominations of 
10, 20 and 50-cents, as well as $1 and $5. The total volume 
was, however, small, as may be gleaned from the following 
figures: 


End of 

BN i sak aed res se se dnavaunbobanccabnadsnditanenuee $397,857 
426,568 
634,865 
788,370 


* See “Chinese Economic Bulletin’ No. 308 of January 15, 1927. 
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In August, 1938, the bank was instructed by the Cen- 
tral Government to call back its subsidiary notes and replace 
same with fractional notes issued by the government banks. 
Seemingly the order was not strictly observed. 


In the 34th Year of the Republic (1945) the Yu Ming 
Bank of Kiangsi circulated newly printed notes, produced 
by the Kiangsi Printing Co., in denominations of $100, $200 
and $400. 


(292) PUBLIC BANK OF KIANGSI 


A $5 note, undated, is on record. 


(29b) RECONSTRUCTION BANK OF KIANGSI 


A 10-cents note, dated 1922, has been seen. 


(3C) FUTIEN BANK 


The Futien Bank was opened for business in 1912 
as official financial organ for Yunnan Province. Its original 
capital was 800,000 taels, to which sum later on another 
400,000 taels was added. However, the capital was wiped 
out by attempts to cope with political turmoil which was 
prevalent in Yunnan during the early years of the Republic. 
In 1926 the bank’s capital was indicated at $5,000,000 paid- 
up. 

The bank issued paper money, dated 10th Year (1921) 
in denominations of $1, 5, 10, 50 and 100, as well as sub- 
sidiary notes for 20 and 50 cents. These notes became very 
popular, maintaining their face value, because they were 
readily convertible into silver. There was an issue of notes 
dated earlier, namely 1913. In 1919 such fiat money could 
even be cashed against gold coin which—for a brief period 
—was officially current in Yunnan Province under Governor 
Tang Chi-yao. The first symptoms of depreciation were 
discernible in 1921, when discounts of not more than 1% 
were prevalent; in the following year the market discount 
had widenened to about 2%. By 1926 the Futien Bank’s 
note issue was estimated at about $20,000,000; and toward 
the close of that year the notes had depreciated to the 
extent of 60%. By that time the circulation was estimated 
at 500 million small coin dollars, while reserves held were 
about 10% of the total sum in circulation. ; 


This disintegrating state of affairs was due to heavy 
provincial expenditure which could not be balanced by re- 
venues. A considerable army had to be maintained in Yun- 
nan Province, costing large sums. Furthermore, Yunnan 
then was noted for its heavy imports of opium, which had 
to be paid for in silver. Due to such adverse conditions, 
the Futien Bank had to close its doors. This happened in 
1929, and the bank remained closed until 1932, when re- 
establishment under a new name occurred. 


The issue of fiat money through the intermediary of 
the Futien Bank was commented upon in detail by the 
“Chinese Economic Journal’? No. 249 of November 28, 
1925, in the following strain: 


“In regard to the note issue, it seems that the original 
capital of the issuing bank, which amounted to Taels 
800,000, has long ago disappeared in the political turmoil 
which has disturbed Yunnan, as also the Taels 400,000 re- 
ceived from the Public Treasury. This fact, however, has 
not by any means slackened the issue of notes (in denomi- 
nations of $100, $50, $10, $5 and $1), repayable in practice 
in dollar or half-dollar coins at the option of the bank. 


The close connection of the Futien Bank with the pro- 
vincial authorities, and the premium which Yunnan money 
naturally enjoyed, help to steady the rates of the paper 
notes, as is proved by the fact that the depreciation of the 
notes in terms of metal has been slow. But the reserve 
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behind the note-issues (variously estimated at anything be- 
tween $12,000,000 and $25,000,000) is practically non- 
existent. 

Now, debased currency is given in partial refund of 
note holdings, although in February 1921 an undertaking 
was proclaimed that “notes issued in recent years by the 
Futien Bank enjoy the full guarantee of the local Govern- 
ment and will be repaid at their nominal value, without any 
discount whatsoever.” 

The depreciation of the notes, which in spite of their 
entirely fictitious value, has been markedly slow, has been 
as follows: 


1919 January Yunnan $ 95% 


June 107 
December 104 
1920 June 109 
December 117 
1921 June 123 
December — 
1922 June 124 Paper currency 
December 126% for Hongkong 
1923 June 131% $100 
December 145 
1924 June 153 
December 155 
1925 January 170 
February 178 
March 194 
April 200 


According to the “Chinese Economic Journal’ No. 241 
of October 8, 1925, only two banks had the privilege to 
issue banknotes in Yunnan, namely the Futien Bank, in 
denominations of $1,000, 500, 100, 50, 10, 5 ad 1, as well 
as 20 and 50 cents; and the Bank of Territorial Develop- 
ment, in denominations of $100, 10, 5 and 1. 


From another source the following particulars relative 
to the Futien Bank (which was the provincial bank for 
Yunnan) are gleaned: 


“The Futien Bank was established in 1912 to serve as 
organ of Tang Chi-yao, then Governor of Yunnan Province. 
When the Yunnan Provincial Government under Governor 
Lung Yun was established in 1929, the total note issue of 
the bank had reached $92,000,000 Yunnan currency. In- 
troducing a financial reform for Yunnan in 1929, Lung Yun 
capitalized the bank with silver dollars 16,000,000, this latter. 
sum representing 80% of the nominal capitalization of 
$20,000,000. The bank did a general banking business, 
issued notes on a large scale, controlled foreign exchange 
and promoted industrial provincial enterprises.” 


(31) NEW FUTIEN BANK 


When the Futien Bank had to cease operating, a suc- 
cessor was found in the New Futien Bank, whose capital 
was given as $10,675,000. It is a peculiar fact that the new 
bank, although officially opened in 1932, had banknotes in 
the same denomination as its predecessor, printed by the 
American Banknote Co., which were dated in Chinese 18th 
Year of the Republic. This fact goes to show that the 
position already was critical in 1929, when preparations 
were made for a change in name. 


The New Futien Bank’s circulation (in denominations 
of $1, 5, 10, 50 and 100) was returned as follows: 


$ 2,982,000 
17,655,000 
22,250,000 
17,815,000 


By 1935 one could not obtain a statement of conditions 
pertaining to the status of the New Futien Bank. In 1936 the 
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Central Government assisted in a reorganization of the 
Province’s currency by decreeing that henceforth 10 (old) 
Futien dollars in paper were to be accepted as 1 national 
yuan; or, that 5 notes @' 1 dollar emitted by the New 
Futien Bank also were to be reckoned as one national 
dollar. In this manner, all paper emanating from both 
Futien banks disappeared from the market. 

When the New Futien Bank began to issue the new 
Yunnan currency notes, the Ministry of Finance stipulated 
that the value of the new Yunnan dollar was to be one- 
half that of the Hongkong dollar. In 1939, the issue total- 
led $80,000,000, the reserves held thereagainst being at 
30%. By 1942 the note circulation aggregated $300,000,- 
000. 

Both banks had their head-offices 
capital, later re-named Kunming. 


in Yunnanfu, the 


(32) THE KWEICHOW PROVINCIAL BANK 


Exactly when the Kweichow Provincial Bank (original- 
ly styled Kweichow Bank) was opened is not generally 
known. Probably during the first decade of the 20th cen- 
tury, when tael notes were issued. In 1912 these were 
replaced by dollar notes, but the latter were still more un- 
popular than the bank’s fiat money in tael denominations. 
The first emission aggregated $1,000,000, but the public 
maintained doubts as to the size of silver reserves held 
thereagainst. With a view to allaying fears, the authori- 
ties, in 19138, proclaimed that notes bearing certain numbers 
would, if presented, be exchanged against silver dollars. By 
that time the value of the Kweichow dollar notes had de- 
clined about 50% of face value. The proclamation was in- 
strumental in raising market prices to about 75%, but this 
improvement did not last long; for soon, the value of those 
notes sunk to 55%. Old tael notes were not cashed at all, 
but became exchangeable against dollar scrip. In order to 
confirm the authenticity of the notes in circulation, the 
provincial authorities agreed to attach their seal to each 
note. Such “Stamped’’ notes were quoted higher than un- 
stamped ones. 

After many ups and downs, a serious run occurred on 
the Kweichow Bank’s coffers. At that time stamped notes 
were quoted at 85% of face value, while unstamped paper 
money was worth 25% of nominal value. As regards the 
size of Kweichow Bank’s note issue no reliable records are 
available. Seemingly, the bank came to grief, for in 1941 
we hear of the re-establishment of the Kweichow Provincial 
Bank with a capitalization of $6,000,000. The head-office 
was situated in the capital, Kweiyang. 


(32a) PROVINCIAL BANK OF KWEICHO'W 


Merely a change in the foreign name, for in Chinese 
it retained its old designation (see No. 32). In 1949 it 
issued fractional notes of 1 cent and 5 cents; possibly also 
20 and 50 cents. But this was a quickly passing event. 


(32b) KWEICHOW BANK 
Was the bank of the Province in 1912. 


(32c) BANK OF KWEICHOW 


. The same institution as the Kweichow Bank (82b), 
using the same Chinese characters as firm name, but varying 


the English title. The author saw a fractional 50-cents note 
dated 1980. 


(33) THE FUKIEN PROVINCIAL BANK 


The exact date of inaugurating the Fukien Provincial 
Bank, as well as initial activities, are not on record. In 
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Fukien the native banks played a paramount role for de 
cades, so that the Provincial Bank could not boast of too 
much influence. It is known that the institution issued 
paper money, without being very successful in this aim. Its 
original capital was nominally $1,000,000, but only  one- 
quarter was paid up. When the Kwangtung troops entered 
Foochow in 1922, the provincial bank was forced to close 
its doors, leaving about $1,200,000 face value of its notes 
unredeemed. 


Under the auspices of the Commissioner of Finance 
for Fukien the bank was re-floated in the summer of 1926. 
A series of new notes was then printed for the purpose of 
exchanging these against the old scrip. The final aim was 
to make the notes exchangeable at least in theory—against 
silver. Thereupon the mint at Hungshankiao, near Foo- 
chow, set its machinery into motion, in order to strike the 
hard money. These silver dollars were reputed to have 
been debased to only 500 parts of silver. At that time the 
bank considered that the main purpose of its notes (of $1, 
5 and 10) was to provide the salaries of the provincial 
officials. 


In 1937, the Fukien guild at Shanghai applied to the 
authorities of their native province, pointing out that in 
place of the $2,000,000 which the Fukien Provincial Bank 
was authorized to emit in subsidiary notes, actual circula- 
tion had been largely overstepped, for the total then in 
traffic was reputed to have exceeded $10,000,000. As 
there was no control, and as both, circulation and reserve 
totals, were not made public, there was much anxiety on 
the part of the Fukien people. But as no satisfaction was 
obtained by the petitioners, they laid their plaint before the 
Nanking authorities, adding that the nominal capital of the 
bank might have vanished. 

Authoritative figures regarding the Fukien Provincial 
Bank’s note issue are not available. In 1933/34, a Fukien 
independence movement caused civil war in that province, 
bringing about a suspension of business on the part of the 
Fukien Provincial Bank. In 1985 the latter was “reor- 
ganized” under the analogous name. 

At the occasion of this repeated reorganization in Octo- 
ber, 1935, the bank’s capital was fixed at $1,000,000, but 
in 1937 the capitalization was increased to $5,000,000.. Of 
this latter sum $2,000,000 was borrowed from the county, 
and $8,000,000 from the provincial Treasury. The head- 
office was at Foochow, while branches were maintained at 
Nanking, Shanghai and Hongkong. 

Its issue of 1 $ notes in 1939 aggregated $25,000,000. 
In 1941 it circulated further fractional 20c notes to the ex- 
tent of $1,200,000, and also new $1 notes for a total of 
$3,000,000, besides 50c notes for altogether $2,000,000. 


(34) FORMOSAN (DEMOCRATIC REPUBLIC) 
OFFICIAL BANK 


When the Ming dynasty was overthrown by the Manchus 
(1644), the latter expanded their military pressure to 
South China. They despatched a fleet to Formosa (Tai- 
wan) and took possession of the island in A.D. 1683. Tai- 
wan became the object of exploitation and oppression by 
the Manchus for over 200 years. In 1895, as a result of a 
lost war, China had to cede the island to Japan. How- 
ever, in 1945 it was re-united with China, becoming 4 years 
later the refuge of the Nationalist Government. Until 1886, 
the island of Formosa formed part of Fukien Province, 
but thereafter it became an independent district. 


Although it is uncertain that Formosa had its own 
minting: plant, there exist banknotes on which the mint 
there is inscribed as issuer. Such notes, dated 21st year 
of Kuang Hsu (1895), which the author has seen, call for 
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$1, $5 and $10 denominations. They are printed on native 
paper from wooden blocks and have the appearance of a 
Native Order, being covered with a large square vermillion 
seal, which made them official emissions. 


Waiting to get their independence from China, and 
thinking that they had reached their gaol when the Chinese 
army escaped prior to the landing of Japanese military 
forces (1895), the Formosans declared their independence 
under the presidency of Tong Ching-fu. Under Japanese 
pressure the movement was _ shortlived. The young re- 
public, lasting for more than two years, had its national 
flag, its own postage stamps ani its special banknotes in 
dollars; but finally the’ revolutionaries were overwhelmed. 


The size of the Taiwan republican notes is: 24 cm long 
and 14 cm wide. The text appears in dark-blue ink; the 
denomination, as well as the date, being filled in with ink 
and brush. Numerous red seals cover the surface. The 
fiat money is dated 21st Year of (emperor) Kuang Hsu 
(1896) and calls for large dollars. Seemingly the notes 
were never redeemed, for the issuers soon ceased to exist 
as a responsible body. 


This issuing organization also was known as OFFICIAL 
BANK OF FORMOSA. 


(35) CHEKIANG PROVINCIAL BANK 


Founded in 1909 with a paid-up capital of $710,300, 
provided in equal parts by the provincial authorities and 
by private shareholders, the Chekiang Bank—as it was first 
named—was given the privilege of a provincial Treasury 
and the prerogatives to issue notes. After the Revolution 
of 1911, the name was altered into “Chekiang Bank of the 
Republic of China’. After the transfer of the head-office 
from Hangchow to Shanghai, and an increase of its capi- 
talization, differences of opinion arose between the pro- 
vincial authorities and the commercial shareholders, leading 
to a split. 

In Shanghai, the Chekiang Industrial Bank emerged 
from the partnership, while in Hangchow the Chekiang Pro- 
vincial Bank was started as an official institution with a 
capital of $1,000,000. This happened in 1923; by 1926 the 
bank’s capitalization had increased to $3,000,000. 


The Chekiang Provincial Bank’s note issue was moderate 
in extent, being in denominations of $1, $5 and $10 and 


starting in 1982: 
1933 $ 1,352,000 
1934 3,473,313 
1935 3,493,822 
1936 5,000,000 


From the autumn 1935 onward, the bank came under 
new currency laws, decreeing the stoppage of note circula- 
tion. However, in October, 1938, the National Govern- 
ment granted special permission of the Chekiang Provincial 
Bank to issue subsidiary notes up to a limit of $3,000,000 
on the following terms: deposit with the Central Bank of 
China 80% in cash and securities, retaining the balance of 
20% in cash and marketable securities as a reserve for re- 
demption. These terms were cabled from Nanking by the 
Central News Agency under date of October 12, 1936. But 
they are somewhat ambiguous, since the notes were .not 
redeemable against metallic funds, nor against securities. 
This fiat money existed in denominations of 10, 20 and 50 
cents; it was to enter circulation on March 1, 1937. 


In consideration of the general shortage of subsidiary 
money, the Ministry of Finance, in 1938, gave permission 
to the Chekiang Provincial Bank to add to its circulation 
paper money in denominations of 1 and 5 cents. At that 
time the bank’s head-office was situated in Lishui, since 
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the capital of Hangchow had been occupied by Japanese 
forces. The total of 1-cent notes was the equivalent of 
$40,000, while the total of 5-cents notes was $60,000. 


In the 21st Year of the Republic (1932) the bank had 
notes printed in denominations of $1, 5 and 10. In the 
28th Year (1939) the Tatung Book Co. supplied the bank 
with new 1 $ notes; and in the 30th Year (1941) another 
supply of 1 $ notes, engraved by the same concern, was 
put in circulation. 


(35a) CHEKIANG PROVINCIAL BANK 


While bearing the same name in English as No. 35, 
its Chinese style was different. In 1949 the bank issued 
notes calling for redemption in silver dollars, of which the 
author saw the 1 $ note. But this innovation surely was 
very brief, for in the same year Chekiang was occupied by 
the Communist armies. 


(35b) CHEKIANG PROVINCIAL TREASURY 


Issued notes with 1935 date, printed in Shanghai. 
$1 and $5 were handled by the author. 


The 


(36) KIANGSU PROVINCE MONETARY BUREAU 


From a $5 bill handled by the author it is apparent 
that it was printed in 1889; the above organization’s name 
is thereon inscribed. On the reverse are found four regu- 
lations in Chinese. But chroniclers have not confirmed 
that any one, or all these rules have been observed. Apart 
from these symptoms, no particulars are available as to the 
build-up of the Monetary Bureau of Kiangsu Province, nor 
of its career. But seemingly this was the first essay to open 
a provincial monetary Bureau in Kiangsu Province. 
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(37) KIANGSU BANK 


Nominally, the Kiangsu Bank, opened in January of 
1912, was the provincial bank. But actually it took but 
little part in the finances of Kiangsu. Its original capitali- 
zation was $1,000,000, of which $600,000 was paid up, all 
the shares having been subscribed by the provincial au- 
thorities. By 1935, the bank’s capital stood at $800,000. 
Its note issue was insignificant. Originally same was limit- 
ed by Government to $2,000,000, but the bank remained 
under this limit. In 1921, only $17,000 was left in circula- 
tion. In this regard the Kiangsu Bank formed a noteworthy 
exception, for almost all the other provincial banks de- 
faulted on their issues of paper money. In the early autumn 
of 1927, the Kiangsu Bank received permission to issue 
$1,800,000 in its own notes. A small part in $1, $5 and 
$10 went into circulation, but by 1930 all notes had been 
redeemed. In 1938 the Kiangsu Bank once more was au- 
thorized by the Nanking Government to emit up to $2,000,- 
000 in subsidiary notes. Seemingly, this privilege was left 
dormant. ' 

Soon after the outbreak of the Sino-Japanese hostili- 
ties, the bank was forced to suspend business. Its capitali- 
zation then stood at $2,000,000. In the autumn of 1940 
the Kiangsu Bank was re-organized with a capitalization of 
$6,000,000, raised partly by the Ministry of Finance, and 
partly by the authorities of Kiangsu Province. The latter 
is divided by the Yangtze River into northern and southern 
areas, the last-mentioned being called Nanyang. The 
northern districts had a different Administration, situated 
at Suchowfu. The southern area had its seat in Soochow. 
Originally, two semi-official banks (about which some more 
at a later stage), the Yu Soo, and the Yu Ning Imperial 
Bank, used to act as the banks of the province south of the 
Yangtze. 

(To be Continued) 


EXPANDING RADIO INDUSTRY OF JAPAN 


jupan’s export of radio sets in fiscal 1956 (April 1, 
1956——March 31, 1957) totalled 700,000 and valued at 
more than Y2,300 million. Sales of Japanese radios abroad 
have increased tremendously during the past two years. 
In the nine-month period from April to December last year, 
production amounted to Y15,000 million which represented 
approximately 25 per cent of the total output of electrical 
communications equipments. 

The recovery of the radio industry was the quickest 
among all the electrical communications equipment indus- 
tries in the postwar period because of flourishing domestic 
demand. The prewar peak of 880,000 sets in 1940 was 
overtaken in 1948. Demand for radio receivers increased 
sharply when private civilian broadcasts were started with 
the revision of the Broadcasting Law in 1951. Annual out- 
put of radios rose steadily and production in 1956 was 
boosted by the increase in exports. Up until 1953 Japanese 
radios were sold mostly to countries in the Far East and 
Southeast Asia but the value of their exports was insigni- 
ficant. From the latter half of 1954 the number of foreign 
countries purchasing radio receivers from Japan rose 
gradually. With greater sales of portable radios to the 
United States and more markets, radio receiving sets came 


to account for half the export value of communications 
equipments. 


Since production of radio receivers was controlled 
strictly during the war, there were only a few manufac- 


turers. After the war, however, their number zoomed as 
the majority of wartime makers of electrical weapons and 
military wireless communications equipments converted to 
the manufacture of radio sets. The improvement of radio 
programs through the importation of American broadcasting 
methods increased the interest of the people in the new 
programs. This interest of the people resulted in a flourish- 
ing demand for radio receivers which continued until 1949. 
Riding the crest of this prosperity, the radio industry was 
able to achieve a full recovery ahead of other industries. 


In 1951 the laws regulating radio waves and broad- 
casts were revised, a step which resulted in the establish- 
ment of new radio stations one after another. Since war- 
time “reconditioned national receivers’ and high frequency 
one or two-phase receivers were unable to separate the 
radio waves effectively, a changeover to super heterodyne 
type receivers became unavoidable. Super heterodyne 
receivers account for roughly 80 per cent of all types of 
radio sets being produced in Japan today. The remainder 
are all-wave receivers and record players. 


Radios have also diminished in size along with the 
development of miniature vacuum tubes. Tiny pocket-size 
radios were produced when transistors began to be put to 
practical use from 1955. Transistor production techniques 
have shown a remarkable advance recently and their out- 
put will greatly increase in the near future. Much hope 
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is pinned on their exports since costs have been declining 
steadily in parallel with improvements in production. 

Radio manufacturers can be divided into the following 
categories: 1) Manufacturers who produce everything from 
parts to the finished products; 2) Manufacturers who pro- 
duce some of the parts themselves but generally emphasize 
assembling; and 38) Manufacturers who specialize in as- 
sembling only and depend on other sources for vacuum 
tubes and parts. 


Large enterprises account for a considerable percentage 
of the total output. Parts are purchased in large quanti- 
ties not only by professional radio manufacturers but also 
by amateurs (who assemble their own sets) as well as 
general set owners who do their own minor repairing. In 
this sense, receivers have a wide market as compared with 
other industrial products. 

Radio receiving sets in the prewar years were ex- 
ported primarily to Korea, Manchuria and the Chinese 
continent. Their exports were not, however, on a sound 
economic basis since the markets were monopolized by the 
Japanese with the powerful backing of the military. With 
the loss of these areas after the end of the war, an absolute 
vacuum was created in the export market. New markets 
had to be developed. Exports remained negligible until 
1953, however, because of the flourishing domestic demand. 
With the implementation of the deflationary policy in 1958, 
domestic demand became depressed and could no longer 
satisfy the expanded production capacity. Efforts were thus 
made to develop new markets abroad. As a result, the 
volume of exports by 1955 made a tremendous surge for- 
ward. Up until 1954 principal export markets were the 
underdeveloped areas such as the Far East, Southeast Asia 
and the Near and Middle East. Most of the shipments 
to these areas were in sample quantities. In 1954, there 
were only about eight countries whose purchases exceeded 
one million yen a year. 

Along with increased sales of portable radios to the 
United States in 1955, other markets were also expanded 
and the volume of exports rose spectacularly. In 1955, 
212,000 sets were sold abroad valued at Y676 million which 
represented an astounding gain of 12 times over that of 
the previous year. Exports to the United States totalled 
120,000 sets, or 60 per cent of entire sales. In terms of 
money, they amounted to Y319 million, or 48 per cent of 
the total. Other countries were Thailand, which bought 7 
per cent and Venezuela, 7 per cent. Hongkong, Indochina 
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and South Africa followed. The value of exports to other 
areas have also been rising gradually and the number of 
purchasing countries have grown to approximately 70. Over 
30 countries now buy more than one million yen’s worth 
of radio receivers from Japan annually. This trend, more- 
over, becomes strong each month. Eighty per cent of the 
radio receivers now sold to the United States consists of 
pocket-size portable sets, the rest being super and all-wave 
types. Exports to the other areas are mostly super home 
radio sets, but some medium-size portable radios using minia- 
ture vacuum tubes are also sold. 


Since export competition is fierce, possibility always 
exists of evil commercial practices, and the Ministry of 
International Trade and Industry, therefore, has provisional- 
ly applied the trade control ordinance on exports to the 
United States from January, 1957. According to this or- 
dinance, portable radios shipped to America will have to 
first pass Government inspection. The Ministry took this 
step in order to prevent price cutting and to preserve 
international confidence in radio sets manufactured in 
Japan. 


From the latter half of 1956 popularity has shifted 
from portable radios using vacuum tubes to transistorized 
sets, which are smaller and more convenient to carry. They 
are gaining rapidly in popularity since consumption of 
batteries amounts to approximately one-tenth that of 
vacuum tubes. Moreover, they are vibration proof and 
have a longer life. Exports of transistorized radios at 
present total about 30,000 to the United States and roughly 
the same number to Canada and Southeast Asia. Since 
inquiries continue to pour in, it is believed that transistors 
will completely replace vacuum tubes in the near future. 


Production and Exports 


(Unit: ‘Y1,000) 
Production 

No. of Sets Amount Exports 
1947 732,336 1,270,560 138,642 
1948 807,398 2,982,548 7,208 
1949 608,689 2,819,399 24,935 
1950 289,267 1,749,713 32,333 
1951 447,354 4,117,414 12,899 
1952 1,087,489 9,504,756 22,599 
1953 1,506,223 13,167,126 65,767 
1954 1,394,055 10,883,452 55,214 
1955 oe 1,971,618 13,187,288 675,984 
Meee oe i oe 2,388,720 14,624,885 1,676,331 

Note: In fiscal 1956, both production and exports are only for the 


months April to December. 


KOREA’S REHABILITATION AND PROGRESS 


By Robert T. Oliver 


When the Korean war ended, President Eisenhower 
announced hopefully that United States aid would make 
southern Korea a “showplace of democracy” as a principal 
means of defeating Communism in Asia. Now, three years 
later the prospect appears less dazzling. Russia is launched 
upon its own program of “economic aid,” and north Korea has 
recently been the recipient of large grants from all the Com- 
munist countries. The situation of south Korea is less satis- 
factory than one would wish. But in view of the facts, it is 
better than one has a right to expect. Of all the many nations 
aided by the United States since World War II Korea has 
presented problems not found anywhere else; and the results 
of the Korean aid program are among the most difficult io 
evaluate properly. The causes for the difficulties seem ap- 


parent to one who has lived through them in intimacy. But 
they are complex enough so that many reports published in 
foreign periodicals on the status of Korean recovery confuse 
rather than clarify the true picture. 

Foreign observers who try to understand the nature of 
the endeavor to build in Korea an economically strong bulwark 
against Communist imperialism in Asia can hardly help but 
be bewildered. US spokesmen have defended the aid program 
in Korea and the US Congress has supported their recommen- 
dations. Yet newspaper and magazine reports on Korean 
rehabilitation have generally been filled with charges of graft, 
inefficiency, and failure. A true estimate of the situation is 
much needed. Yet it can hardly be presented in simple terms, 
for the situation itself is complex. The truth lies not so 
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much in between the official and unofficial reports as scattered 
indiscriminately among them. Much is wrong and much is 
right in the Korean economic situation. The facts simply will 
not confine themselves into an clementary formula. But the 
situation is important enough to merit our arriving at a sound 
understanding. 

History for the sake of history is a luxury; but neither 
the problems nor the progress in Korea can’ possibly be 
measured except through historical analysis. This background 
review could go back to the end of the nineteenth century, 
when travelers in Asia reported that Koreans had the highest 
standard of living on the Asian continent. It could summarize 
the struggle by which the first hopeful American investors 
in Korean mineral and transport facilities were squeezed out 
by the sharper (and government-supported) competition of 
Japan. It could survey the colonial exploitation of Korea by 
Japan during its occupation of the peninsula (1910-1945), during 
which time some 85% of all non-agricultural Korean properties 
and over fifty per cent of farmlands fell under Japanese owner- 
ship. These preliminary aspects of the story may be skipped 
over with the observation that a very genuine Korean spirit of 
enterprise was checked and held dormant by Japanese domina- 
ticn during the generation preceding the decade of close 
involvement of the US in Korean affairs. 


* a * * 


The American Military Occupation of Korea, commencing 
September 6, 1945, launched three years of stagnation and 
confusion. By the Cairo Declaration of December 1, 1948, 
the Korean people were psychologically prepared for restora- 
tion of their national independence. But through an Allied 
miscalculation of Russia’s trustworthiness, Korea was “tem- 
porarily” divided along the 38th parallel, as a matter of mili- 
tary convenience. Russia promptly violated the agreement 
that an all-Korean independent government should be set 
up by importing into northern Korea a ready-made puppet 
regime of Korean Communists from Siberia and Manchuria. 
The 38th parallel was converted by them into an armed barrier 
between the north, with its hydro-electric power, minerals, 
coal, and heavy industry, and the south, with its agriculture 
and light fabrication industries (which were almost entirely 
dependent upon northern electric power). 

Economically, the situation in the south was chaotic. 
(This article will not attempt to deal with the separate problem 
of north Korean developments). Former Japanese properties 
were “vested” in the American Military Government—which 
could not operate them, for by Congressional enactment its 
authority was limited to preventing “disease and unrest.” 
Within two years, by official estimate of the US State Depart- 
ment, factory, fisheries, and mining productivity in south Korea 
fell to a mere twenty per cent of what it was when US troops 
arrived. Meanwhile, three to five thousand north Korean re- 
fugees were pouring into south Korea every day, with no 
place to go, no property, no jobs. 

Unemployment became widespread. Fertilizer could not 
he imported for the farms. Repair parts could not be brought 
in to keep the light industries going. Streets could not be 
repaired, nor vehicles replaced. Politically, the first solution 
Washington sought for the “Korean question” was to encourage 
a coalition government between north and south, which policy 
stirred up enmity between the overwhelmingly anti-Communist 
population of the south and the American occupation forces. 
Black marketing flourished, with Americans and Koreans 
equally involved. 

For the Koreans, normal methods of earning a living or 
of conducting business enterprises were impossible. Smuggling 
and-illicit deals to obtain use of the “vested properties” were 
almost the only productive resources open to them. Dishonest 
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practices developed as the sole expedients for earning a living. 
A ruinous inflation struck down the value of the Korean cur- 
rency. Worst of all, sharp dealing came to be acceptable as 
the only means of doing any business at all. “Cutting corners”, 
legally or illegally, became a necessity for business survival. 

When the Republic of Korea was inaugurated, on August 
15, 1948, the vested properties were turned over to it, together 
with reams of advice to the effect that a great many economic 
reforms were needed. Untrained and inexperienced adminis- 
trators began to operate unfamiliar democratic forms of govern- 
ment based on an economic quagmire and beset by Communist 
guerrillas and subversive agents from the north. 

American aid was funneled in through the Economic Co- 
operation Administration (ECA), with the immediate aim of 
relieving the drastic need for consumers’ goods of all kinds. 
The principle was laid down in Washington that “every dollar 
of American aid must secure two dollars worth of results—$1 
in rehabilitation of Japanese factories from which relief goods 
were purchased; and $1 in food and supplies for Korea.” The 
Korean Government protested that this kind of program would 
leave them forever a nation of consumers without means of 
production—and, when the aid program ended, with no means 
of paying for essential imports. 

Their pleas that a suitable portion of the aid funds be 
spent to build factories went unheeded—for several reasons. 
(1) The need for consumers’ goods was obvious and great. 
(2) Since it was hoped that Russia might agree to the re- 
unification of Korea, it seemed unwise to build in south Korea 
factories which would only duplicate those of the north. And 
(3) there was a strong feeling in Washington that Korea might 
soon have to be abandoned. and a consequent reluctance to 
erect in south Korea permanent resources that would in that 
event be taken over by the Communists. 

Thus, the establishment of the Republic did very little to 
help the Korean development of honest and natural self- 
development through free enterprise. Every sort of business 
(banking, manufacturing, fisheries, and foreign trading) had 
to be conducted on an abnormal and sometimes extra-legal 
basis. Investment was discouragel by a run-away inflation 
that made future costs impossible to figure and by frequent 
hint of possible American withdrawal (such as Secretary 
Acheson’s remark on January 12, 1950, that Korea “lay out- 
side the American perimeter of defense in Asia’). 

Nevertheless, despite all the difficulties, the combination 
oi American aid and Korean ingenuity resulted in a compre- 
hensive land reform program, the establishment of a solid 
educational system, and a promising industrial development 
that was beginning to get the “vested properties” back into 
partial production. 

The sudden Communist attack,. on June 25, 1956, ended 
this period in a debauch of destruction that wiped out over 
half of all the productive capacity in south Korea and left 
the area with crippled transportation and communication and 
destroyed at least a fifth of all the homes. Naturally, the 
American (and U.N.) aid programs for the next three years 
were restricted almost entirely to relief grants. After the 
awful winter of 1950-51, in which some two million civilian 
casualties occurred, starvation and disease epidemics were pre- 
vented by heroic endeavors. 

But the productive capacities of south Korea were less 
than ever before, and the free enterprise spirit of the people 
was sadly withered. Illicit methods of earning a living had, 
through sheer necessity, become firmly entrenched among an 
influential minority and almost shabitual. There seemed 
nothing else for them to do. 

* * * * 
‘ By the latter part of 1953, President Syngman Rhee con- 
vinced Mr. C. Tyler Wood (Director of the Korean ICA aid 
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program) that the time had come to commence the construc- 
tion of heavy industries—a program upon which President 
Rhee had been insisting ever since 1945. As is always true, 
such a program immediately benefitted a few “big business- 
men,” but its long-term benefits will only “trickle down” to 
the masses of the people over a long period. The dissatisfac- 
tion of the Korean people, accordingly, has not as yet been 
stemmed—as was illustrated when the opposition party of 
National Democrats defeated the Liberal Party’s candidate 
for President Rhee’s running mate for the Vice-Presidency, 
in the June elections, 1956, 


At the present time, the long range prospects for the 
Korean economy are spotty, with both good and bad aspects. 
Hopeful notes were struck both by President Rhee, in his 
inaugural address when he took the oath of office as President 
on August 15, 1955, for the third time, and by U.S. Ambassador 
Walter C. Dowling, who assumed his post that same month. 
President Rhee spelled out a detailed three-point program of 
economic “reforms” to aid the farmers with marketing and 
financing cooperatives, to support small businesses with bank 
loans, and to control inflation through tighter governmental 
budgeting. Ambassador Dowling noted this program with 
warm approval, and moved quickly to insure full American 
support for it from aid funds. All of this is most promising, 
yet there is also a dead-weight of inertia to be overcome. 


Inflation continues to be the greatest problem, though it 
has been slowed to less than half its previous pace during the 
past year. The price of rice doubled between January and 
June of 1956, and the index of other prices advanced about 17 
per cent. The 500-to-one ratio between the hwan and the 
American dollar officially remains. If it can be maintained it 
will assure businessmen of some stability in estimating future 
costs of current investments. In the long run, inflation can 
only be controlled by the multiplication of Korean productivity; 
and this is a matter of gradualism, not of sensational achieve- 
iment. 

Farmers in Korea, who comprise at least seventy per cent 
of the whole population, suffer from inadequate methods of 
financing their annual costs. They must buy fertilizer (an 
essential commodity in a land that has been farmed for thou- 
sands of years) in the spring, when they have no money. In 
the absence of a good system of agricultural banking, they 
have to borrow from private loan sharks, at interest rates 
approximating ten per cent a month. In the fall, they must 
sell their rice at harvest time to pay these debts, and the rush 
of rice onto the market depresses the price greatly. Then, in 
the spring they have to buy back rice for their family needs 
at inflated prices. 

Obviously, an orderly system of financing loans and of 
marketing the rice are essential to elevate the well-being of 
the farmers. In his third inaugural address on August 15, 
1956, President Rhee endorsed the needed reforms. Will they 
be put into effect? The answer is still uncertain. The national 
need for such reforms is countered by the self-interest of 
powerful individuals who profit greatly from the present. situa- 
tion. Since Korea is not a dictatorship, the struggle between the 
two forces will persist through political and publicity channels. 
Just as in the United States, each political party is seeking 
to convince the public that its own opponents are the real 
culprits. In essence, the problem seems to be less a question 
of political parties than of the contending forces of the “public 
good” (always hard to organize into an effective power) and 
the skillful machinations of profiteers who will do their best 
to maintain their present advantages. 

Another crying need in Korea is for the development of 
a host of small, free-enterprise business and industrial under- 
takings. To achieve this goal, the greatest need is for changes 
in the banking structure and practices to facilitate small loans 
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to men who have little in the way of collateral except “ideas 
and energy.” As anyone knows, the accomplishment of such 
a goal as that is not easy. The most that can reasonably be 
expected is a gradual and partial answer to the need. The 
Republic of Korea Government has already responded to Pre- 
sident Rhee’s Inauguration pledge by assigning $15 million for 
such loans. 

The frequent charge of “corruption” as a dead-weight on 
Korean rehabilitation progress is very difficult to assess. Sharp 
practices surely exist in plenty, for only sharp practitioners 
have been able to fight their way into positions of economic 
solvency. It is easy to denounce the sin, but not always so 
easy to blame the sinners—and, more to the point, before they 
can be “reformed” the situation itself has to be improved. 

What Korea needs is fairly obvious: Stricter auditing of 
all bank loans, and better enforcement of sound banking prac- 
tices; Strengthening of the Attorney General’s Office, so that 
it will bring indictments and prosecute all offenders without 
favor or delay; Raising of all government salaries from the 
low levels of the present—which do not provide enough for 
the bare food needs of the average government worker’s 
family. 

To these should be added the needs for improvements of 


agriculture and small business, previously mentioned. Actually, 
the list of needs is almost endless: for fisheries must be 
greatly expanded, school teachers’ salaries increased and 


tuition charges lessened or eliminated, housing expanded and 
improved, etc. On all these counts, however, gradual but 
definite progress is being made. 


* cod % a 


In summary, my own observation of events in Korea does 
not induce me to “blame” individuals for what shortcomings 
exist. The basic situation of Korea was bad when Japan's 
hold was pried loose. The 38th parallel division and the sub- 
sequent war have had and still have deplorable effects. The 
economy has suffered from an accumulation of difficulties which, 
in turn, have contributed to practices as much deplored by 
Koreans as by foreign observers. The miracle is that so much 
has been accomplished. 


In my own judgment, the promise for the future is bright. 
But what may be expected is a gradual rather than a sudden 
improvement. Every problem that exists in Korea is in a vital 
way the effect of too low a level of productivity. This level 
is slowly being raised and will continue to rise. As it does so, 
more opportunities for free enterprise will be presented and 
energetic individuals will find means for personal success that 
contribute directly to the welfare of all. As soon as farm in- 
come rises, small manufacturers will gain added markets which, 
in turn, will make their enterprises better risks for bank loans. 
Government salaries can be raised as inflation is held in check 
and the general level of prosperity increases. The whole 
economy is intermeshed and can only roll forward, slowly, 
together 

Where critics of the Korean rehabilitation program most 
often go astray is in their determination to find scapegoats 
who can be blamed for results that are below what we should 
like to see. When the whole problem is seen in perspective, 
it is not a cause for despair or for condemnation, but for 
restrained satisfaction. The situation in Korea has not de- 
veloped very well during the past decade of division, disruption 
and war. But the reasons for the slow progression are evident 
and their detrimental effects have been inescapable. 

The greatest resource of Korea is the unquenchable spirit 
of its people. They are determined individualists and are in- 
destructibly optimistic. If one is patient with them, their 
economy will yet come through strong and self-sufficient. The 
investment in this “bulwark of democracy in Asia” is sound. 
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RECTIFICATION PROBLEMS 


The rectification technique may be a good cure for 
frustration and irritation, but while it would make the 
critics feel better there was no assurance that it would make 
the Party workers share that feeling. The difficulty is that 
it may reverse the roles, and it will help nobody if the 
Party people become what is known in colloguial language 
as “bloody-minded,’—as in fact they did soon become. 
The forum called in Peking by the Secretary-General of the 
State Council required the non-Communist members of the 
bureaucracy to express their thoughts. They were much 
less diffident than the philosophers and _ professors, and 
there was certainly some sharp criticism, which could 
hardly have been relished since the central bureaucracy was 
the main target of the controversial novel satirising the 
current bureaucratism by the young official Wong Meng. 


But on the very day the rectifiers began their opera- 
tions with the Law Codification Bureau, the Councillors’ 
Office, and the Secretariat of the State Council, the Peking 
People’s Daily was expressing a new anxiety on the part of 
the hierarchy. This was that the whole of officialdom would 
become so busy rectifying themselves that they would leave 
their files and duties unattended. So the editorial laid it 
down that they should not merely talk about improving mat- 
ters but should give rectification a practical application 
while reviewing it as a doctrine and technique. In other 
words, they were enjoined to improve the shining hour 
by doing better work instead of concentrating on the pro- 
blem of how they could do better work when all the recti- 
fications were ended. Paper rectification behind closed 
doors would not do, it must be intermingled with the every- 
day work. 


But here apparently another contradiction or conflict 
arose. “The rectification campaign is bound to take a fair- 
ly long period of time. Yet the current work is heavy and 
intense in the economic, cultural and educational fields, 
while some departments are confronted with many contra- 
dictions that must be handled immediately. If the recti- 
fication campaign and current work are not properly timed, 
it is very likely that we will take care of the one and lose 
the other and may even lose both.” 


So the problem has been posed of how to throw heart, 
soul and tongue into this campaign for weeks and months 
and talk it to death and at the same time prevent the files 
from piling up mountains high and the whole mechanism 
of the bureaucracy from running right down. But it was 
made clear that rectification must not in any way be 
scamped, and that it must be handled by all levels and in 
all groups not by some omnibus system that would minimise 
the endless meetings all over the land. But it was hinted 
that methods of work can be improved and mectings and 
forums limited so as to lighten the burden for all. If 
neither the campaign nor the current work is to be hin- 
dered, the only thing to do is to prolong the process of 
the rectification. Those who imagined that two rectifica- 
tion studies each week, or 16 afternoons in two months, 
would be enough, as most of the units seemed to think, 
would have to be disabused. The rectification campaign is 
bound to advance in “a wavelike and undulating manner.” 
Some units will inevitably come upon some urgent tasks 
during the rectification and then the latter must stop for 
the moment or the time given to it be reduced. 


The non-Communist officials of the Government spoke 
of the feeling that some may intend to use rectification to 


“lure the enemy elements to come forward so that all of 
them may be concentrated for annihilation,” and the diffi- 
culty of getting the higher officials to unite with the lower 
personnel and of arranging contacts between the middle 
and lower levels of the Party and of the non-Party groups. 
A great deal of criticism centred upon the state of con- 
fusion in the legal domain. The Communists demolished 
all the law codes and indeed all laws but their own ad hoc 
decrees and the present lawlessness is arousing much dis- 
content. Lower organs receive directives or decrees from 
several quarters on the same subject. Too many joint 
directives were issued by the Centre and the State Council: 
they ought to be kept to really important issues. In some 
areas there is no distinction between the Party and the 
State authorities and even the co-operatives. Some of the 
latter are even undertaking registration of marriages and 
census registrations. Some party district committees will 
veto a directive of the provincial people’s council and CCP 
chu committees can veto a directive of the county people’s 
council. There are too many assistant posts everywhere. 
One case was cited in which, in a single county, there 
were more than ten deputy magistrates. 


The question of jobs for ‘social personages” (former 
high officials) had also to be solved. Some high cadres 
abused their position by securing free medical services and 
even hospitalization of their dependents. Some of them 
sent their children to stay in the hospital as soon as it gets 
cold, thus making the families of these officials feel that 
they belong to a specially privileged class. Democratic 
parties and groups ought to be allowed to take a full part 
in important decisions of the State but it was retorted that 
in the higher levels they do take part; if they sought to 
attend meetings for the discussion of all matters before 
decisions were taken it would be impossible. The question 
of the lack of distinction between Party and Government 
must be traced to the Central level, for the question lies 
there, and criticism must thus be directed against the 
“stronghold” of the bureaucracy. The State Council now 
has a large following which it cannot control. Any organ 
with the needed funds can erect buildings and employ per- 
sonnel. Thus administrative control is inadequate. 


Another Councillor complained that Party members 
enjoy priority in promotion, in proceeding abroad for 
studies, in receiving living subsidies, in free medical services 
and in schooling facilities for their chldren. Those who 
contributed exceptional services deserved some privileges 
but they ought not to be extended to new members who 
enly joined the Party after the “liberation.” In many 
cases people were invited to contend and at the same time 
were checked and discouraged. Opposition views were re- 
ferred to quite simply in the official People’s Daily, while 
the paper published in great detail the views in support of 
the Party. The reform of the written language is clearly 
monopolised by a few people. In the discussions on this 
important matter, somebody quoted Chairman Mao’s views, 
saying that the Chairman supported romanisation, and this 
stopped many people from saying what they thought. It 
was mentioned as an aside that on one occasion Li Wei- 
han, who is in charge of the Party’s United Front work, 
gave vent to a great show of temper. The general argu- 
ment was that there ought to be a much greater academic 
discussion of the reform of the written language. Since it 
includes the simplification of the Han characters, technical 
confusion arises, and it was right to deal with such things 
by administrative orders. Great loss, for instance, had 
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been produced by the decision to develop the overall study 
of Russian and the suspension of the study of English. 


There are too many levels in the State structure and 
a directive from the State Council only reached the primary 
level “after going through a course even longer than de- 
scending an 18-storey pagoda.” This is a very powerful 
cause of bureaucratism. Departmentalism vies in attempt- 
ing to pass on responsibility to others. ‘With the large 
number of organs, and their colossal size, and with the 
very rigid control exercised over the lower levels, the upper 
levels are busy all day long in making arrangements, trans- 
mitting orders, holding conferences, and issuing printed 
documents so that matters needing urgent attention at the 
lower levels cannot be disposed of quickly. In the fac- 
tories and other enterprises, the proportion of non-produc- 
tive personnel is also too great. 


Law legislation tarries and official decree still re- 
places the law. If people are called upon to abide by the 
law, law must be provided for them. One Councillor said 
the promulgation of provisional regulations is better than 
the use of official decrees and it would not contravene the 


CCP’S 


One of the members (Lu Yu-wen) of the K.M.T. Revolu- 
tionary Committee, which collaborates with the People’s 
Government, was attacked in anonymous letters for “encoura- 
ging the tiger” because of his defence of the regime, in which 
he is now assistant to the Secretary-General of the State 
Council. In a campaign of this sort one can néver be sure 
whether anonymous letters are genuine or are simply “plants” 
but the People’s Daily took good care to file off the tiger’s 
teeth by saying that while the party was as fierce as a tiger in 
fighting imperialism and feudalism (though not quite so fierce 
in fighting the” Japanese) it is certainly the best friend and 
not the most deadly ermémy of the Chinese people. The 
anonymous letter was the text of quite a lengthy sermon in 
the People’s Daily, very much to the amour propre of Mr. 
Lu. When the writer invited Mr. Lu to turn his head, just 
what is the direction to which the critic wanted him to turn 
his head, said the editorial, which violated one of the most 
fastidious and virtuous practices of good newspaper editors, 
who are enjoined always to ignore anonymous screeds. The 
People’s Daily said that “despite the clamour for the quitting 
of the stage by the CCP, and despite letters of intimidation 
to people who support the Party, the CCP and the masses will 
not be shaken.” 


It used the letter for more than one editorial, saying it 
was an extremely evil sign of the rectification campaign as 
showing that some people were doing their best to stop others 
from expressing views different from theirs—a most ironical 
note for a Communist official paper to strike! It complained 
that though much of the criticism is correct and must be 
listened to, many erroneous speeches disadvantageous to the 
Socialist cause have also appeared. For instance, some 
preached the liquidation of the Communist Party leadership; 
some cursed the mess being made of Socialist construction; 
some preached the righteousness of extending capitalist ex- 
ploitation by another 20 years—a rather pompous and preten- 
tious reference to the suggestion that the capitalists whose 
property and enterprises had been seized should get their 5 
per cent for 20 instead of for séven years—though even this 
would not mean more than repayment of total capital, without 
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Constitution. More attention is also required to the sys- 
tem. It was pointed out that in all the eight Offices of 


the State Council, there is at present only one Vice-Director 
who is not a Communist Party member. These offices, as 
assistants of the Premier and Vice-Premiers, should be 
further strengthened. Views among the different Offices 
are often at variance, so the situation has arisen in which 
there is study and further study, consultation and further 
consultation, and procrastination and further procrastina- 
tion. Many cadres were unsuitable for work in the State 
Council and would do better if sent out into the countryside. 


The strong feeling about the revolutionary reform of 
the characters—which critics alleged is being pushed 
through by a wilful minority of people—was again revealed 
in this forum, when Councillor Pao Hui-tseng insisted that 
simplification must be based on existing styles of Chinese 
calligraphy and that philologists should be consulted to a 
greater extent. The effort to get the Party to stop its 
control and interference with the day-to-day conduct of 
education evoked a counter-attack in the forum at Tsing- 
hua University, where it was argued that school govern- 
ment by professors meant oligarchy. 


ASSAILED 


interest. It even alleged that some of those who favoured 
criticism now held up their hands and cried “Stop” when the 
counter-criticisms began. 


Actually it was the Party spokesmen who cried a halt at 
this stage, and got the workers and others to turn on and rend 
the critics of the regime and of the errors. It was admitted 
that most of the speeches from the non-Party people were 
well-intentioned, but there were a few that were,intended to 
divorce the people from the Socialist direction (meaning the 
Party). The workers saw that if these ambitious elements of 
the right were allowed to go on with their rancour: unabated 
the leadership and the cause of socialism would both suffer. 
“Certain anarchist mania may instigate a limited number of 
intellectuals over a short period, but it is completely isolated 
among the masses.” 


Day after day the People’s Daily steered the debate round 
without indulging in debate of the major criticisms brought 
forward but dealing rather in Party cliches and generalities. 
It asserted that without the Party leadership the socialist 
road was inconceivable, and praised the way in which the 
comrades of the rightist elements came to the rescue of the 
Party, which showed that the vast majority of industrialists 
and businessmen as well as the students were not carried 
away by the “blandishments” of the critics. Past experience 
in revolution always showed that whenever the wheel of his- 
tory made a sudden move some are always thrown out of 
the cart, though this argument was not carried to its logical 
conclusion to explain what happens to revolutions. Temporary 
doubts, vacillation and reserve were natural enough but every- 
body would adapt themselves to the new order in due course. 


Lu Yue-wen’s chief target was the Kwang Ming Editor 
Chu An-ping who had declared that the “Party Empire” 
ideclogy was the root of all sectarian manitestations, which 
Lu stigmatised as a great distortion. The CCP had in fact 
swept away the sectarianism of Chinese history. Memory was 
still fresh of the conditions before the liberation. The 
sectarianism of the age of the Peking Government after the 
1911 revolution split the country into four or five parts and 
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nearly brought about the division of the country by the Im- 
perialists. All people over 30 will remember the sectarianism of 
the Kuomintang, which “did not allow the existence of other 
parties,” but which had within itself such sects and cliques as 
the Political Science Clique, the CC Clique, the Military 
Statistics Clique, and the Central Statistics Clique. In those 
days the change of a school principal meant the changing of 
the entire teaching staff and the change of a general affairs 
chief meant the change of a whole group of workers, not to 
mention other more important posts. 


A fuller version published in the People’s Daily later of the 
comments of Chu An-ping, who is said to be a student of 
English Constitutional methods, contrasted the attitude of the 
intellectuals after the liberation, when they warmly supported 
the CCP, and accepted its leadership, with the very different 
attitude to-day. The relations between the Party and the 
people were now not good and had indeed become a problem 
in the nation’s political life that urgently needed readjustment. 
The key to a solution lay in the idea that “the world belongs 
to the Party.” A Party leading a nation is not the same 
thing as a Party owning a nation. The public supports the 
Party but they are the masters of the nation. The aim of 
the party in power is to realise the people’s ideas and to pro- 
mote its policies. Naturally to do this the Party wished to 
remain strong and hold the key positions in Government, 


“But isn’t it too much that there must be a Party man as 
leader in every unit, big or small, section or sub-section; or 
that nothing, big or small, can be done without a nod from a 
Party man? In the State’s major policies, all non-Party people 
willingly follow the Party. The reason they do this is that 
the Party's ideals are great, not because these people have no 
ideas of their own or because they have no respect or sense of 
responsibility to the nation. For many years, the talents or 
capabilities of many Party men have not matched their duties. 
They have bungled their jobs, to the detriment of the State, and 
have not been able to command the respect of the masses 
with the result that the relations between them and the Party 
members have deteriorated. I wonder if the Party entertains 
the idea that ‘everywhere is royal territory’ so that it can 
establish a big family of Communists only. I think this idea 
that the ‘world belongs to the Party’ is at the bottom of all 
sectarianism and the root of all contradictions between the 
Party and non-party members. 


PROBLEMS 


OF INDUSTRIAL IZATION 
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“Today, it is a nationwide phenomenon that sectarianism is 
so obvious and the relations between the Party and masses 
are so bad. The Communist Party is a highly organized, highly 
disciplined party. Do these defects of a nationwide nature 
have anything to do with the central leadership of the Party? 
Recently, the public advanced many critical opinions against 
the unimportant people but nobody had anything to say about. 
the important people. Now I want to cite an example and ask 
Chairman Mao and Premier Chou about it. Before the libera- 
tion, I heard that Chairman Mao wanted to organize a 
coalition government with non-Party members. In 1949 when 
the new nation began, three of the deputy chairmen of the 
central government were non-party persons, and two out of 
the four deputy premiers were non-Party persons. It looked 
like a coalition government. Later when the government was 
reorganized, there was only one deputy chairman of the 
People’s Republic of China, and the seats of the non-Party 
deputy chairmen were moved to the standing committee of 
the People’s Congress. That is not all. Now there are 12 
deputy premiers in the State Council, not one of whom is a 
non-Party man. Could it be that there is not a single person 
among the non-Party people who can sit in a deputy premier’s 
chair, or that none of them can be cultivated to hold this chair? 
From the point of view of unifying non-Party men and of 
unifying the nation, and in consideration of domestic and inter- 
national appearances, doesn’t this arrangement seem to need 
further study? 

“As long as there is Party and non-Party, there will be 
contradictions. It is impossible to completely wipe out these 
contradictions, but if dealt with in the proper way, they can 
be eased to the greatest extent. Non-Party people warmly 
welcome the Party's rectification movement. We are all 
willing to do our humble bit under the leadership of the 
Party so that we can contribute something to the State. But 
in actual political life, the strength of the party is so great, 
and what the democratic parties can do is so limited, that the 
Party alone must consider the problems of how to ease the 
contradictions, of how to harmonize relations between the 
Party and the masses, of how the Party can in future respect 
the position of non-Party people as masters of the nation, of 
how can the Party be more tolerant in its political arrange- 
ments, of how can it rule by virtue, and how can the nation’s 
people, the talented ones or just the common people, be properly 
placed.” 


IN TAIWAN 


By G. E. Warren 


(Taipei, Taiwan) 


This is an appropriate time to inquire into the nature 
of industrialization that is being evidenced in Taiwan. Not 
only is it the key on this Island, but industrialization could 
well be the watchword of most of Southeast Asia and all 
areas where agriculture, mining, forestry and fishing are 
proving inadequate to provide the standards of living for 
new nations. Lest industrialization appear as a modern 
messiah for solution to human problems, I examine the 
“pit-falls” or dangers inherent in industrialization. Indus- 
trialization has been sought as a supplement to agriculture 
in extending control over natural resources. In Taiwan, 
agriculture has become almost an industrial activity because 
of the intensive pattern of use with 2.3 rice crops and 
extensive use of fertilizer and insecticides and machinery 


in irrigation. It becomes proper to measure the input of 
raw material of such a system of cultivation with the pro- 
duce derived to determine the most efficient and economic 
use of available resources. 

Essentially, industrialization may take one of two 
possible courses. Either natural resources, such as wood- 
pulp and mineral deposits become the raw materials for 
production, or imported products, such as cotton and wool, 
are brought in their original state and processed into finish- 
ed products with a resulting value high enough to pay for 
the imported products, the cost of processing and a profit 
for the undertaking. After using local resources, import- 
ing raw materials is necessary as a means of utilizing the 
number of laborers that come from the large and expanding 
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population on this Island. The initiative and industry here 
indicate that skill and ability to respond to training is a 
great resource. 


One element common to each of these paths to in- 
dustrialization is discipline of costs. How much raw ma- 
terials, manpower and machinery used are contained in the 
final products? Here is an area in which a great deal of 
study is required. Sale of product upon either a foreign or 
2a domestic market must meet competition from both in- 
ternal and external resources. In the long run there can 
be no other consideration but cost, even though short time 
advantages may be gained or lost in a given market. Little 
can be done about international costs unless one is in the 
position of a monopoly seller. 


Industrialization will not come cheaply, only at a sacri- 
ficial cost. First, in savings as current use of product is 
denied, or later, in part of the product that is surrendered 
to repay borrowed principal and interest. Not many 
modern nations can bear the cheaper and more immediate 
cost of saving their capital by tightening their belts on 
domestic consumption. Rather the credit of more mature 
industrial nations is made available at rates of interest and 
in payment terms that delay the cost, but increase the 
amount by an interest charge against the product of capital 
use. One of the most serious dangers in industrialization 
is the basic interest rate upon which computations are made. 
Rates in excess of 4-6% may prove to be a deterrent to 
industrialization. Present market interest rates in Taiwan 
exceed such figures several times over. Also interest rates 
are determined largely by a earning ratio set in the com- 
mercial market where speculation and inordinate quantities 
of purchasing power are currently available. Present rates 
of interest range from 1% to 8% or more per month. 
On an annual basis of 12-36% only the most speculative 
types of enterprise can afford use of such funds. Most 
industrial projects are of long term use of large amounts 
of capital. Not only is there a delay in getting the pro- 
ductive technique geared into action, but there must be a 
pbuilding of a market to absorb the product. Time is re- 
quired and the capital cannot be recovered immediately from 


the enterprise, but returned over a long period of use.: 


Such productive use and requirements for waiting are the 
fate of more mature nations that find the use at home less 
to be desired than the areas such as Taiwan where capital 
can still enjoy the earlier returns of high utilization. 


Chinese have enjoyed a reputation as discerning mer- 
chants and tradesmen. They have developed a network of 
commercial activities throughout Southeast Asia. Adjust- 
ment from commercial activities to industry will require 
the computation of profits upon a larger volume—lower 
profit margin. Interest rates are further a reflection of 
value of money produced by the expectation of many users. 
As money stability is achieved, interest rates may more 
reflect productive values instead of speculative values from 
an overly inflation-shy market. 


There exists a very real temptation to use banking 
credit as an easy means of industrialization. Every effort 
must be made to avoid the siren-like enticement of such a 
whirlpool of inflation. Bank credit is the servant of com- 
mercial activities, but cannot serve the long term needs 
of an industrial program. Interest rates must be made 
consistent with the efforts served. Long term loans, fixed- 
income securities, and equities alike are primary to an in- 
dustrialization that builds for future income and does not 
look for quick repatriation of invested funds. Because most 
lines of industrialization require considerable fixed capital 
investment that will give their effect in use over a long 
period of time, interest rates must be adjusted to the ability 


‘effective 


145 


of the assets to pay out. Such rates usually are in terms 
of 20-30 years and thus have a net return of 3-5%. 


There is another danger in the path of industrializa- 
tion: the near fatal temptation to consume the early fruits 
of industrialization in increased levels of domestic con- 
sumption. Where living standards are low there is an over- 
whelming urge to use the available products immediately. 
This tendency can be expressed in either civilian or military 
consumption. It is necessary to choose among the alterna- 
tive ways in which resources and manpower are to be used 
and then as the feast of production has been prepared to 
determine who is going to be invited to the table to eat 
of the results. Industrialization can be expected to yield 
higher standards of living if allowed to bear its full fruit, 
but we cannot increase standard of living by consuming our 
“seedlings in the rice-field.’” They must be allowed to 
mature into full product. 


% tr *x % 


Who will undertake industrialization? This is a pri- 
mary question that must be answered early and positively 
in the formulation of plans. By precedent and philosophy, 
it is known that Government enterprise will assume a major 
share of responsibility for the manner and speed of indus- 
trialization. Already considerable experience is available to 
estimate the ability of government to assume such leader- 
ship. Several items stand out regarding that pattern. 


(1) Government enterprises, like any other business 
must serve all patrons, public or private, without fear or 
favor. The charges for product must be neither an item 
of unusual profit nor an indirect subsidy. (2) Payments 
to the government, in lieu of taxes, must be comparable 
to tax rates on private enterprises and must not be dictated 
by needs for government revenues. (3) Adequate working 
and fixed capital funds must be made available at costs 
consistent with the ability of the industry to bear them. 
Such capital provisions must be protected and sustained and 
not be subject to diversion from their support to the in- 
dustry concerned, and (4) Finally, the net earnings from 


_such enterprises should be provided so that relative effective- 


ness as between public and private enterprise may be identi- 
fied. Government, as any enterprise, is entitled to a re- 
turn upon its investment commensurate with the risk and 
the necessary social cost of the resources involved. 


Even though primary effort in industrialization may be 
with government enterprises, there will remain a con- 
siderable area in which private enterprise must be free and 
in its service. Risk and enterprise in new pri- 
vate undertakings will be the body tissue around the struc- 
ture of basic government enterprises. Private enterprise 
to be successful must be allowed to grow from re-investment 
of its earnings and enough compensation for private invest- 
ment must be allowed to provide a continuing and growing 
stream. of investment capital. 


As a corollary to who is to undertake investment in 
industry is the question of what kinds of industry are to 
be undertaken. There are some types that are common and 
basic to any pattern. These include power, railroads and 
communication. In the case of Taiwan the early effort of 
aid program as well as funds of public and private invest- 
ment have been directed towards basic, primary industries. 
Railway and power generation rehabilitation and expansion, 
as well as cement and fertilizer industries, have had early 
stimulation. The continuing and progressive responsibility 
is to choose those forms of enterprise in which the product 
may be maximized with the resources available. A general 
industrialization would be too expensive. First claim for 
attention should be those industries with export potential 
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like pineapple or where scarce foreign exchange can be con- 
served as in the case of fertilizer. Here is an import 
where reliance upon foreign sources has been heavy, but 
domestic production can be supported very quickly, 


% * %* % 


A country with a per capita income of a little over 
US$100 has probably a minimum of capital savings. How- 
ever, there are funds available that might be channeled into 
investment from overseas ‘Chinese and other foreign inves- 
tors. Certainly one aid to such funds becoming available 
for use would be a well developed and organized stock 
exchange and securities market. In such an open-competi- 
tive market place, the public could determine the relative 
value of investments as against other uses of current funds. 
Reasonable safeguards can be installed to avoid misuse of 
such a medium, as well as to insure that public confidence 
is enjoyed by the agency. Use of the corporate devise 
will have to grow as a means of promoting the financing 
and the organization of business units capable and willing 
to undertake the scale of modern enterprise. The personal 
integrity of the owner manager has already been a key 
factor in Chinese business operation. Necessary shifting 
of the same standards to the corporate enterprise will 
preserve the value of the system in addition to enlarging 
the area and opportunity for the corporate organization. 

Any program of industrialization must be consistent 
with the originating country’s responsibilities and relation- 
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ships with the balance of the world. Any development 
of industrial potential depends upon purchases and sales 
from the balance of the world to supplement the originating 
country’s own production and consumption. Basically, the 
determination has to do -with the quality and price of its 
international purchase and sale. Supplies of exportable 
commodities must conform to international quality standards 
and be priced competitively with international suppliers. 
Such exports cannot long be subsidized or indulged in for 
short term political and _ strategic advantages. World 
market citizenship requires consistency of purpose and uni- 
formity of results obtained and will not grant special favor 
in other considerations over an extended period of time. 
Likewise, purchases and sales are complementary respon- 
sibilities and where one action paves the way, the other is 
required for eventual balance and synthesis with the rest 
of the world. 


Industrialization is a total effort with a universal cost 
and a service to all parts of the economy. It is a demand- 
ing taskmaster and imperious in its levy of cost and as- 
sessment of results. It is not a goal that can be taken on 
and discarded, but a program which must be consistently 
developed and encouraged, once begun. Its benefits are 
beyond measure and its timing controlled by the desire and 
willingness to sacrifice by those who would assume it. Suc- 
cessful integration of industry with agriculture, fishing, 
forestry and mining will give to Taiwan a strong economy. 


ECONOMIC REPORTS FROM MANILA 


The Philippines and the United States, after several years 
of negotiations, signed an agreement under which the U.S. 
Government will sell to the Philippine Government $10,300,000 
worth of U.S. surplus commodities. This deal hit a snag about 
a month ago when the Philippine National Economic Council 
protested that the amount of rice to be shipped to the Philip- 
pines was too high. Accordingly, the agreement calls for the 
shipment of only $2,500,000 worth of rice instead of the initially 
proposed $5,600,000 worth. The cut-back in rice was not ac- 
companied by a corresponding increase in other commodities but 
simply reduced the overall total of the deal from the original 
figure of $13,400,000. The commodity list finally agreed upon 
includes in addition $4,900,600 raw cotton, $1,125,000 dairy pro- 
ducts, $500,000 meat, $500,000 inedible tallow, and $50,000 dry 
edible beans. Included in the total also is a charge of $725,000 
for ocean freight. The sale was consummated under U.S. Public 
Law 480, which provides for the shipment of U.S. surpluses to 
free countries as a form of economic assistance. The U.S. will 
use the proceeds of the sale for U.S. Government expenditures 
in the Philippines, for common defense projects there, and to 
provide loans to the Philippines for economic development. 


The government has plans to reclaim about 1,000 acres for 
new piers, warehouses and other port facilities to provide addi- 
tional overseas accommodations at Manila’s North Harbor. Bids 
will be received for a P4,000,000 dredging program at the South 
Harbor. In addition, reconstruction and expansion of Pier 5 
will start. The current congestion, in Manila harbor and on 
the docks stems from the inadequacy of existing facilities. The 
need for the North Harbor expansion program was pointed up 
by statements from government and shipping representatives 
that the South Harbor will not be adequate for the growing 
needs of the port beyond a ten-year period. 


The Chartered Bank strongly urges the Philippines to set 


up a sterling reserve as a supplement to its dollar reserve. The 
bank which has branches in Manila, Cebu and Iloilo, states in 


its annual report for 1956: “Although the foreign trade of the 
Philippines is still predominantly with the United States, there 
was a continued trend during the year (1956) to trade more in 
European markets and with Japan, and it is hoped that a formula 
will soon be found which will allow the Philippines to adopt 
sterling as its alternative trading medium and thus enable it 
to keep part of its reserve in a currency other than United States 
dollar.” The report expressed the opinion that the Central 
Bank and other Philippine authorities had been “overdrastic in 
their application of regulations to the detriment of ordinary 
profit remittance” in order to conserve foreign exchange. The 
bank said that the major economic struggle facing the Philippines 
in the near future will be the battle against inflation. 
Philippine-German trade increased considerably during the 
first quarter of 1957. Philippine exports to Germany during 


*the period amounted to P25,368,095 and imports from Germany 


to P11,567,143, giving the Philippines a favorable balance of 
P 13,800,952. 

Tumauini oil well No. 2 in the Cagayan Valley was drilled 
to a depth of 2,400 feet, it was announced by the operating 
committee of the three companies collaborating on the project— 
Philippine Oil Development, California Asiatic Oil and Texas 
Overseas Petroleum. The drilling has been done with a 12% 
inch bit but the hole down to a depth of 1,820 feet has been 
expanded to a diameter of 18% inches in order to permit the 
lowering of 133% inch casing. Penetration to date has been 
through interbedded sandstones and siltstones. 

Mindanao Mother Lode Mines milled in May 7,500 metric 
tons of ore which averaged 2.57% copper. This output yielded 
048 metric tons of concentrates, estimated to contain 363,091 
pounds of copper. Overall recovery was placed at 90.23% and 
tails amounted to~0.26% copper. Production value for the 
month was estimated at P212,408. 

Work is being pushed on development of the Palawan 
chromite deposits of Philex Mining Corp. Bulldozers and 
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other heavy mining equipment have been moved into the first 
of the five groups of deposits for which Philex has operating 
contracts. The company expects to make the first shipment 
of metallurgical chromite within three months to a purchaser 
who has contracted for 2,000 metric tons a month. 


The Monetary Board of the Central Bank approved a 
foreign exchange budget of $260,000,000 to cover allocations 
for all classes of importations for the second half year. This 
is $60,000,000 less than was handed out in the first half, when 
the budget was also set at $260,000,000 but reached an eventual 
$320,000,000 to satisfy the dollar demands for machinery and 
raw material imports. Foreign exchange receipts of the coun- 
try for the second half year, according to estimates, will be 
around $275,000,000. The board did not make substantial 
changes in the distribution of dollar allocations and did not, 
contrary to expectations, reduce the amount allocated to im- 
porters in general and to importers of non-essentials in parti- 
cular. The new budget assigns $88,000,000 for producers’ 
goods; $91,000,000 for consumer goods and non-essentials: and 
$48,000,000 for government import requirements. The board 
adopted two significant policies on the granting of quotas to in- 
dustries: 1. It will not grant quotas to new industries that propose 
to produce non-essential items. 2. It will not grant quotas to 
new industries intending to manufacture articles which at pre- 
sent are imported in only meager quantities. The ruling will 
not affect industries already in existence. 


There has been nothing mysterious about the decline in 
Philippine foreign exchange reserves this year. The drop has 
been caused by falling export earnings in the face of rising 
imports. Despite the Central Bank’s tightening of allocations 
for non-essentials, there. has been a growing demand for 
dollars to supply the import needs of operating industries and 
to supply the consumer demand for essentials such as food- 
stuffs. During March of this year the value of import arrivals 
totaled over P99 million, against P73.5 million a month before 
and P82.8 million a year ago. Receipts from export shipments 
during the same month, on the other hand, were down to P67.6 
million, against P77.2 million a month before and $81 million 
a year ago. That the decline in foreign exchange receipts 
was brought about by smaller volume of shipments rather than 
by lower prices for export items can be seen by the generally 
satisfactory price levels of major exports. The price of ex- 
port sugar in March was computed at an average of P14.34 per 
picul, against P1402 a month before and P1382 a year ago; 
abaca at P42.73 per picul, against P37.22 and P37.35: lumber, 
P257.78 per 1,000 board feet against P251.78 and P245.13; leaf 
tobacco, P116.67 per 115 kilos, against P97.58. This price 
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advantage was slightly offset by declinees in prices of copra, 
coconut oil and logs. 

The Cabinet and National Economic Council decided to 
approve requisitions for $57,700,000 worth of goods and services 
from Japan under the second year of the Reparations Agree- 
ment. In doing so, they did not ignore the fact that Japan 
is committed to supply only $25,000,000 worth of goods and 
services a year. However, they decided on the larger amount 
so as to make allowance for cancellations and substitutions on 
items which Japan may not be able to furnish. During the 
first year of the agreement, the Philippine Government took 
all the goods and services for its own use. In the second year, 
about half will go to private interests engaged in ocean-going 
shipping, logging, mineral resources development, telecom- 
munications, fisheries development, and general industrial de- 
velopment. Shipping will receive the largest share. The 
allocation in the private sector was made by categories, and 
no particular firms were designated as receivers. Items to 
be requested for the government itself include equipment and 
materials for the extension of the Manila Railroad to the 
Cagayan Valley, a cargo ship for the National Development 
Co., machinery and equipment for the shipbuilding and steel 
mill projects of the National Shipyards and Steel Corp., equip- 
ment and materials for a ramie processing plant, cement for 
public works projects,’ and agriculturat equipment and tools. 
Miscellaneous requests of the government cover acquisition 
of sites for Philippine diplomatic quarters in Tokyo and Kobe, 
cash payments for processing services, continuation of Japanese 
ship salvage operations in Philippine waters, and expenses of 
the Philippine reparations mission in. Japan. 

Philippine exports of copra and coconut oil rose 5% during 
the first five months of 1957, as compared to the same period 
in 1956. Total exports for the January through May period 
hit 282,445 long tons of oil equivalent. A breakdown of the 
export figures for the five months showed that copra shipments 
totaled 338,847 tons and coconut oil 37,471 tons. Total Philip- 
pine coconut production for 1957 may be 10% higher than last 
year. 


The National Rice and Corn Corporation announced that 
during fiscal year 1956-57, ending June 30, it had procured 
2,874,593 cavans of palay under its main procurement program. 
(A cavan of palay rice equals about 97 pounds). The govern- 
ment agency noted that this represented better than twice the 
procurement of 1,344,264 cavans in 1955-55 and more than nine 
times the procurement of 300,000 cavans in 1954-55. NARIC 
officials attributed the increase to more efficient organization 
of the agency and to a policy of stabilizing rice prices through 
maximum palay procurement and minimum importation. 


THAILAND’S MAJOR EXPORTS 


By V. Nivatvongs 


Thailand’s economy has long been considered vulnerable 
because the prosperity of its economy has to depend on a 
few primary export products, namely rice, rubber, tin and 
teak, which constitute about 79 per cent of the average 
annual value of exports. Rice, being the most important 
export product of Thailand, shares about 50 per cent of the 
average annual value of exports. The exportable surplus 
of rice this year was estimated at 1.5 million metric tons 
which was the result of the bumper crop of 1956-1957. The 
yield from 1956-1957 crop was estimated at 7.8 million 
tons of paddy which is about 100,000 tons more than the 
1955-1956 crop. The annual total value and quantity of 
Thai rice exported are tabulated below: 


Year Quantity Value 
(million metric tons) (million baht) 
Average 1937-1941 1.30 105.6» 
1947 0.39 376.5 
1948 0.81 938.0 
1949 1.22 1,368.1 
1950 1.49 1,668.3 
1951 1.58 1,823.5 
1952 1,43 3,865.2 
1953 1.34 3,746.7 
1954 1.00 3,086.5 
1955 1.20 3,169.9 
1956 1,24 2,867.1 


From the above table, it can be seen that the quantity 
of rice exported has been increasing every year during the 
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post-war years but the prices of rice declined somewhat 
during the last few years, which was due to the declining 
world prices of rice. It was expected that Thailand would 
be able to export a record quantity of rice this year. The 
Thai Government has already contracted to sell the largest 
quantity on a Government to Government basis since the 
Government's decontrol of rice to private hands. Since 
Burma possesses a very limited supply of rice this year, 
many big customers of Burmese rice, such as Ceylon, 
Pakistan and Indonesia, have to ‘turn to Thailand for the 
supply of additional quantity of rice. It can be said with- 
out reservation that Thailand will definitely be able to sell 
a larger quantity of rice than last year. 


Rubber is the second largest export products of Thai- 
land, whose share of the average annual value of exports 
is about 20 percent. The table below shows the annual 
value and quantity of Thai rubber exports. 


Year Quantity Value 
(million kilograms) (million baht) 

Average 1937-1941 42.6 34.3 
197 _ 21,3 72,2 
1948 at 94.9 419.2 
1949 96.1 425.0 
1950 117.3 724.7 
1951 108.3 1,483.7 
1952 99.6 998.0 
1953 = 103.2 751.5 
1954 130.0 1,060.7 
1955 Some 132.5 1,798.8 
1956 > 135.9 1,520.0 


Thailand’s rubber production in 1957 was estimated at 
slightly below last year’s record output of 138,300 tons. 
However, with the generally optimistic forecast of the in- 
crease in world consumption of natural rubber in 1957, it 
may be expected that Thailand will be able to export at 
least the same quantity of 1956. The Government’s new 
replanting scheme will be in operation by the middle of this 
year and it is thus hoped that the high yielding rubber trees 
brought about by the replanting scheme will in due course 
help to reduce the cost of production of Thai natural rub- 
ber. 


Tin which shares about 5 percent of the average annual 
value of exports ranks third in the order of importance of 
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Thailand’s export trade. The annual value and quantity of 
tin exports is shown in the following table: 


Year Quantity Value 
(million kilograms) (million baht) 
Average 1087-10420" 2. eet 22.1 40.3 
1947 5.6 13.9 
1948 15.7 52.3 
1949 12.7 263.5 
1950 15.5 298.3 
1951 12,3 197.8 
1952 13.8 220.6 
1953 14.6 299.9 
1954 13.9 373.5 
1955 = 15.6 440.5 
1956 « 17.6 504.3 


It is a fact that 90 percent of the world production 
of tin are produced by six countries, namely Malaya, Indo- 
nesia, Bolivia, Belgium-Congo, Thailand and Nigeria. Most 
of the tin found in Thailand are alluvial deposit and there- 
fore is easy to mine, and by which means the cost of pro- 
duction is at a minimum. It was estimated that the pro- 
duction of tin in 1957 will be slightly more than in 1956. 


Teak, the fourth major export product of Thailand, 
constitutes about 4 percent of the total export trade. The 
annual value and quantity of teak exports may be seen in 
the following table. 


Year Quantity Value 
(Thousand cubic 
meters) (million baht) 

Average 19S7T=198) «2. =. 5. 80.1 7.2 
1947 ‘ =e 35.9 55.7 
1948 55.5 85.2 
1949 79.1 115.1 
1950 91.9 140.0 
1951 98.6 153.9 
1952 57.4 98.2 
1953 68.4 133.3 
1954 79.1 211.3 
1955 88.1 264.8 
1956 83.0 306.2 


The production of teak in 1957 was expected to be 
about the same as in 1956 which was about 300,000 cubie 
meters. With the ever-increasing domestic use of teak for 
furniture and building materials, the quantity of teak to 
be exported in 1957 will not likely exceed that of 1956. 


ECONOMIC SURVEY OF HONGKONG 


A substantial increase in the total value of trade, a 
continuing high level of private and public construction 
activity and further progress in manufacturing combined to 
make 1956 a comparatively prosperous year in Hongkong, 
according to the United Nations Far East Commission. Trade 
with most major trading partners increased; the estimated 
total value of trade for the year exceeded even that of 1950, 
a boom year because of the Korean conflict. Increased 
competition from manufactured products of Japan and other 
more recently developing countries of Asia, however, sug- 
gested the need for continued improvement in productivity. 


Underlying Hongkong’s problems of industrial expan- 
sion and over-population—including difficulties in resettling 
squatters, housing people now living in sub-standard dwel- 
lings and providing adequate medical and school facilities— 
is the limiting factor of land! While governmental policy 
has always been one of free movement of goods and persons, 


1. Hongkong’'s population, swollen by 1949-1950 immigration from mainland 
China, continued to increase at a rate of approximately 3 per cent per 
annum and was estimated at more than 2.5 million in mid-1956. The esti- 
mated inflow of immigrations from January to mid-July 1956 was 82,000 
Persons by the land route (of whom at least 54,000 had already elected 
to stay on after the expiry of their permits) and several thousands by 
the Macao route. This population is crowded into a small area of scarce- 


ly more than a thousand square kilometres, a substantial part of it 
mountainous. 


the scarcity of land has resulted in the reintroduction of a 
quota system for immigration. 


PRODUCTION 


Hongkong produces only a limited quantity of rice; 
nine-tenths of the amount locally consumed comes from 
imports. In 1956, the first paddy crop was adversely affect- 
ed by drought, which left an estimated 35 per cent of the 
normal paddy area unplanted, but the second paddy crop, 
harvested towards the end of the year, was very good. 
Vegetable production increased markedly in the first eight 
months of 1956, sales from January to August at the govern- 
ment wholesale vegetable market reaching 54,300 tons, com- 
pared with 42,900 tons during the same period in 1955. 


The Government allocated HK$2.87 million in 1956 for 
development schemes in the New Territories, where agri- 
cultural production is concentrated, especially for improve- 
ment of irrigation. Among the local public works com- 
pleted in that area in the first nine months, apart from a 
major irrigation and drinking water scheme at Chek Keng, 


———_______. 


2, From January to September 1956, rice imports totalled 218,300 tons, of 


which 63 per cent came from Thailand, 18 
and I ger cect bom Boa : per cent from mainland China, 
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were 12 dams, 2 reservoirs, 20 wells, 2 tanks, 18 irrigation 
‘channels, 2 flood prevention banks, 16 bridges and 2 piers. 

Fish. marketed in the first eight months totalled 26,440 
tons, slightly below the figure for the same period a year 
before. The Government’s policy was to encourage mecha- 
nization of fishing vessels and building of modern motor 
trawlers to increase operational efficiency in distant waters. 

In the first half of 1956, the production of iron ore, 
graphite and kaolin clay increased, but that of wolfram and 
lead ore declined significantly. Iron ore was mainly ex- 
ported to Japan, lead ore to Europe, wolfram to Europe 
and the United States, and kaolin to Japan. 

Industrial production rose during 1956. At the end of 
the year, 146,877 workers were employed by 3,319 regis- 
tered and recorded factories, as against 129,465 workers and 
2,925 factories at the end of 1955. 

Electricity generated from January to October 1956 
rose to 542 million kWh as against 470 million kWh for 
the same period in 1955. The Hongkong power company, 
which in 1955 awarded a United Kingdom firm the contract 
for a new power station with an initial capacity of 30,000 
kW (in addition to its present capacity of 92,500 kW), 
eventually to be raised by stages to 180,000 kW, was con- 
sidering installation of an atomic power station as an 
economic possibility within the next ten to fifteen years. 
In the coming six years the company planned to spend about 
HK$70 million for its programme of extension. The Kow- 
loon power company, in addition to a previous contract for 
a steam turbine generating set to be delivered in 1957, 
ordered two more similar sets from England for delivery 
in 1958. For the first half of 1956, total production of 
natural gas was 8.9 million cubic metres, compared with 8.6 
million cubic metres for the same period in 1955. The gas 
company completed a new plant in Kowloon, with an initial 
production capacity of about 42,500 million cubic metres 
per day. The productive capacity of the plant at Jordan 
Road, Kowloon, has been increased to 31,100 cubic metres 
a day. 

The Colony’s shipbuilding and repair yards worked to 
capacity during 1956. A contract of 30 oil barges of 800 
tons each for Burma was completed; three cargo vessels, 
two of 1,280 tons and one of 800 tons, for Korean interests 
were launched and building and engineering work on two 
cargo vessels of 5,790 gross tons was in progress. Numerous 
tugs, barges, ferries, launches, yachts and other smaller 
craft were built. Repair work on over 1,500 vessels of 
many flags aggregating more than 8.25 million gross tons 
was carried out. 

Hongkong’s most important industry, cotton textiles, 
remained active in 1956. The 19 cotton spinning mills, 
with an annual producing capacity of 60,000 tons of yarn 
(based on 20-count yarn), had over 300,000 spindles and 
employed more than 14,000 workers. The weaving indus- 
try had 7,666 looms in late 1956 with an annual capacity 
of over 167 million square metres, employing almost 10,000 
workers. Facing intense competition, however, from India 
and Japan in south-eastern Asian markets, and from Pakis- 
tan in Hongkong itself, the local cotton spinning industry 
has had to make up for the disadvantage of using imported 
raw materials by installing the most up-to-date carding and 
combing equipment in order to improve quality and produce 
yarn of fine counts. Modern aids to scientific management 
have been introduced and specific requirements of world- 
wide markets studied. 

The manufacture of other items also showed progress 
in 1956. Rubber, plastic, garment and knitting factories 
3. Of the 146,877 workers in registered and recorded industrial undertakings 

in December 1956, the largest number—42,254, or about 29 per cent—were 
employed in textile manufacturing and 14,271 of these were engaged in 
cotton spinning, as against 13,274 at the end of 1955. Wool spinning, also 


increasing in importance, provided employment for 847 workers in early 
1956, compared with 620 in December 1955. 
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operated at capacity. Foreign investments were attrected 
into Hongkong, not only from oversea Chinese Lut also from 
Onited States sources.4 New products were turned out, 
from wooden toys and plastic buttons to pressure cookers 
and electric hair-driers. 

Tailoring to fill mail orders from abroad has recently 
grown into a major business, with an estimated turnover 
of HK$96 million in 1955, the principal customers being the 
United States and United States personnel stationed in the 
Far East. The tourist industry, with earnings amounting 
to over HK$160 million annually, was reported to be second 
cnly to the textile and clothing industry. 

One of the most pressing problems of Hongkong was 
the shortage of land on which to build factories. Part 
of the Kun Tong reclamation area has been completed. O7 
the 1.6 million square metres of reclamation tentatively en- 
visaged at Tsuen Wan, more than 100,000 square metres 
already reclaimed had been made available by August 1956 
for industrial and residential construction. Work on a new 
reclamation scheme covering 12.5 hectares of foreshore and 
sea bed in Hunghom Bay, begun towards the end of 1956, 
was expected to be completed in a year. 


CONSTRUCTION 


The building boom which started in 1955 continued in 
1956. Aside from substantial construction by the Govern- 
ment and by United Kingdom forces, the annual’ cost of 
new private construction, about HK$7 million in 1953 and 
1954, increased sharply, to HK$143 million in 1955 and to 
an estimated annual rate of HK$158 million during the 
first nine months of 1956. 

This increase in private building activity primarily 
reflected the need for dwellings, since 75 per cent of the 
cost of new buildings in 1955 and 64 per cent during the 
first nine months of 1956 were for residential construction. 
In addition to individual house building, the Hongkong Hous- 
ing Society, an unofficial agency, has also been building flats, 
financed by low-interest long-term loans from the Govern- 
ment. It expected to complete 796 flats during the fiscal 
year 1956/57 at a cost of HK$15 million. The cost of 
industrial and commercial buildings accounted for less than 
30 per cent of the total cost of private new building dui- 
ing the first nine months of 1956. 

Much of the new private construction, both residential 
and non-residential, has been for redevelopment, involving 
the removal of old structures. This can be partly explained 
by a change in the Government’s building regulations, pass- 
ed in 1955, allowing buildings to be as high as twice the 
width of the street, instead of one to 1% times, as permitted 
previously. The new buildings, with lower ceilings anid 
more storeys for a given height, yield higher returns. Fur- 
thermore, while rent on pre-war houses and buildings was 
controlled, that on new buildings was not. A bill was being 
proposed to decontrol rent on all buildings charging over 
HK$200 per month. 

Investment in building has brought quick returns in 
Hongkong. In a number of cases, owners of large build- 
ings have been able to sell or let their flats in the blue 
print stage or before completion of construction, and the 
money thus obtained could be reinvested in other construc- 
tion. The building boom has attracted both local capital, 
a substantial part of which had been idle, and investment 
from oversea Chinese. 


4. A torch battery plant was bought by a United States firm; two well- 
known brands of torches were manufactured under licence in the Colony 
on a substantial scale and an urrangement was made with a German 
firm for several factories to produce its patented tricolour torch lights. 
United States interests and Hongkang businessmen were reported to be 
negotiating the setting up of a motorcar assembly plant, with a view to 
making United States cars more competitive in price with United King- 
dom and other European cars in the Hongkong market, 
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While private residential buildings have been for middle- 
income and high-income groups, the Government has under- 
taken building projects for low-income families and squat- 
ters. The Housing Authority, provided with long-term low- 
interest loans from the Government, has undertaken two 
large schemes of about 2,600 flats to house about 20,000 
persons. Some of these. flats have been completed, nearly 
2,000 were expected to be ready for occupation by July 
1957 and the remainder to be completed before the end of 
that year. 

The government project for resettling squatters pro- 
gressed steadily in 1956. A low monthly rent of HK$14 
was charged per 11 square metres, the allotment for a 
family. By the end of September, 17,664 premises in 
multi-storey buildings had been made ready for 96,249 per- 
sons, twice the number provided for by the end of 1955. 
However, the total population in resettlement areas also 
increased, from 153,000 to 198,000, during the same period. 
In addition to squatters, there was also the problem of ac- 
commodating roof dwellers, estimated at over 100,000. It 
was hoped that the vast need might ultimately be met, partly 
by low-cost housing and partly by resettlement schemes. 

Large-scale. government construction projects during 
1956 included the extension of the Kai Tak airport (HK$32 
million), reservoir extension schemes (HK$35 million), the 
new Kowloon General Hospital (HK$50 million) and a new 
abattoir (HK$22.5 million). The development of the Kai 
Tak airport at an estimated cost of more than HK$100 
million was to include construction of a new runway 2,542 
metres long with sea-walls extending into the harbour, build- 
ing a new terminal and excavating hills for the approach 
to the new runway. Work on the runway was expected 
to be completed in 1958 and the new terminal a year later. 


Considerable improvement in the present limited water 
supply was expected after the completion, about the end 
of 1956, of the pumping station and filtration plant at Tsuen 
Wan, part of the Tai Lam Chung reservoir scheme. Work 
on a new service reservoir with a storage capacity of 22.7 
million litres, also part of the scheme, began in March 1956 
and was expected to be completed in 1957. Surveying for 
the construction of another large reservoir on Lantao Island 
was continued during 1956. 


TRADE 


In 1956, exports (including re-exports but excluding 
gold and specie) rose by 27 per cent as compared with 1955, 
to HK$3,210 million, and imports by 28 per cent, to 
HK$4,566 million, resulting in a rise of the trade deficit by 
HK$172 million, to HK$1,356 million. Hongkong continued 
to have a substantial import surplus with the industrial 
countries (including the United Kingdom, continental west- 
ern Europe, the United States and Japan) and a large ex- 
port surplus with the primary producing countries of Asia 
(excluding mainland China) as a group. The entrepot acti- 
vity remained a vital part of Hongkong’s trade, the value 
of re-exports during 1956 constituting 76 per cent of 
total exports as against 71 per cent for 1955. 


The value of exports of Hongkong’s own products at 
HK$783 million in 1956 was 7 per cent higher than in 
1955. The United Kingdom again headed the list of buyers 
of Hongkong products, including cotton piece-goods (mainly 
grey cloth), foot-wear, shirts, and woollen and cotton 
gloves. Indonesia replaced Malaya as the second largest 
customer. Exports of Hongkong products to Burma, 
Malaya and Thailand declined. 


Hongkong’s trade—both exports and imports—with all 
major trading partners increased during 1956, notably the 
United Kingdom, Japan, mainland China, Indonesia and the 
United States, except for exports to mainland China. Main- 
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land China continued to use Hongkong as a marketing 
centre for its agricultural and industrial products, while 
trading directly with Europe, Japan and south-eastern Asia.. 
It supplied Hongkong with an estimated HK$1,038 million 
in goods in 1956 as against HK$898 million in 1955 and 
HK$858 million in 1950, but bought only HK$136 million, 
compared with HK$182 million in 1955 and HK$1,461 mil- 
lion in 1950. Recent modifications of practices under the 
embargo apparently did not increase Hongkong’s export 
trade with China. On the other hand, during 1956 the 
rapid increase of Hongkong’s trade with Japan was parti- 
cularly striking; exports to this country at HK$318 million 
were 117 per cent higher than in 1955 and imports from 
this country at HK$811 million were 54 per cent higher. 
The total value of trade with Japan in 1956 was HK$1,129 
million as compared with HK$1,174 million for China, tradi- 
tionally Hongkong’s chief trading partner. 


FINANCE AND PRICES 


With revenue at HK$450 million and expenditure at 
HK$493 million, the approved budget estimate for 1956/57 
showed a deficit of HK$43 million, compared with an esti- 
mated surplus of HK$17 million in the revised estimate 
for 1955/56. The 1956/57 deficit was due almost entirely 
to an 18 per cent rise in expenditure over the previous 
year. Since no change in taxation was proposed, and only 
a small increase was expected from grant and loans from 
the United Kingdom, the budget deficit was to be financed 
from accumulated surpluses, which were expected to de- 
crease to HK$267 million at the end of 1956/57. 

About one-half of the increase in the estimated gov- 
ernment expenditure in 1956/57 was accounted for by in- 
creased investment and spending on economic and social 
services, the other half by an increase in other current ex- 
penditures. Investment expenditure, mainly on _ public 
works, rose from HK$65 million in 1954/55 to HK$124 
million in 1955/56 and to HK$155 million in 1956/57. Of 
this last amount, water supplies, Kai Tak airport develop- 
ment, squatter resettlement and housing occupied a major 
share. The amount allotted to economic and social services. 
together rose from HK$89 million in 1955/56 to HK$103 
million in 1956/57. 

Inflow of capital continued in 1956 and tended to 
keep the market over-supplied with loanable funds. The 
greater part of this capital was channelled into building 
activities, accompanied by rising land prices and specula- 
tion in real estate, especially in late 1955 and early 1956. 
Bank clearings reached their highest point in May (second 
only to the peak of 1951) but tapered off thereafter. While 
the future of the building boom was uncertain, the leading 
banks exercised a moderating influence on the general 
buoyancy of the market by restricting credit and keeping 
interest rates at a relatively high level. They have been 
reluctant to grant mortgages, and in accepting real estate 
as collateral—preferably buildings in busy localities—have 
cut loans from 50-70 per cent to 30-50 per cent of the 
market value. The four banks of issue held the volume of 
currency in circulation practically constant at HK$727 mil- 
lion throughout the first seven months of 1956, with only 
a slight increase in August. 

The cost of living index went up steadily from May 
and reached 103 in October, compared with 94 at the begin- 
ning of 1956 (1953=100). Apart from seasonal variations 
and rising food prices, the chief contributory factors ap- 
peared to be the continued inflow of capital, the high level 
of public and private spending, especially in construction, 
and the rise of 15 per cent in freight rates in August. 
Another 15 per cent increase in freight charges between 
Europe and the Far East followed in November as a result 
of the Suez Canal crisis. 
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HONGKONG’S PRINCIPAL IMPORTS IN 1956 
PART IIl 
Item, Unit and Country Item, Unit and Country 
from which Imported Quantity H.K.$ from which Imported Quantity H.K.$ 

Bones, borns, hoofs, claws and Cassia Sey oe eee Lae towt, 255,936 10,930,399 

similar products, inouele Malay. 
Concept fWory)  onnn. paae,ig20 ea7-4az;s2ar 0" Ching URE” bbe toe wane ace 
United Kingdom ............... 26,126 90,370 Cambodia, Laos & Vietnam 2,156 154,293 
AUstt ali nian ees. Senne ne 811,943 2,342,762 Macao” fo a. e¥-5s0rcbege ee toerera ee 73 1,738 
Lerner ipa ny eo ee ae eras ea Ginseng cg eee ’ 205,509 24,603,001 
or orneo Be ee ies 585 545 x 
South Africa 3 92 oe ae Poen Ob oRaea 
East Africa (British) ........ 30,406 179,443 ibis oe 128926 15 508,205 
British Oceania  .................. 606,956 1,691,296 Ci et eae eee 1332 384 958 
ASL ae eat eee ne. 90,668 96,616 Wipes en ea 3 40a. Loss’ bes 
STE as Se ders 70,520 194,620 nt Ge ei so'g0a | BIRDS 
DIN AE ee eae ee ree ne te cccnncapeccenren 2,506,014 371,670 U.S SR ane atte 29 "137453 
LOVIN OSA Wemee erence necteeny sone cee 51,520 18,500 Mid) eh ge oes op : 
Cambodia, Laos & Vietnam 852,827 123,229 Plants, seeds, flowers and parts 
indonesiay ey. Cen omen 1,107,496 2,490,741 of plants (other than betel- 
JECT oe nae eres ee 287,466 121,486 nuts, cassia and ginseng) 
MACAO MN oe nik ein Sonhy, 45.662 4.853 chiefly used in the manufac- 
Thailand ...cssssco.cs.4 1,768,526 555,815 ture of Chinese medicine 
Middle and Near East Cwt. 338,564 40,967,909 
Countries mmresseccee steerer 7,280 41,390 United piston eee 117 35,155 
United States Oceania ...... 67,607 232,590 Cevlongl coer ee 2 30 5,920 
OCCANIA NCS nt eee ee 46,051 123,199 are es eet Mas 18,340 2,589,740 
PURVES ) Wee cc eecee tea 6,308 1,569,069 

Barotac ute eee ei a ney 238,314 3,259,928 eerie uae bees Ha ae 
United Kingdom 17,884 155,300 South Africa 542 147,236 
Canada 10,220 41,400 East Africa (British) ........ 197 50,465 
Malaya 1,501 13,052 eee Comm., other SD 257 54,925 
China 177,316 2,623,276 urma, Fees shvaskbedecrasee tee 52 64,158 
Japan 3,850 67,600 Ghina ae re 288,162 32,992,582 
Belgium 1,430 24,000 BOHN OBH igs aeeaiei de See ioes 6,594 707,761 
Germany (Western) _ ........ 9,150 102,500 Cambodia, Laos & Vietnam 7,383 825,374 
Netherlands: eetrssacctterrce-- 16,963 232,800 I GONGSIAr pees tec ee eee 33 6,975 

poten, gguieeeees <aceeeaeee eeeceene 3,217 746,557 

Feathers (except ornamental orea, South 2,110 358,135 

feathers and downs) ... Lb. 3,452,213 10,641,629 Piilfpings sssnnpasanerectenaszers vo ee See 
DPI Ne Sauer: ee ee a 52 Pale 

UGTA Y dope tt Oe oy se cence 285,453 647,642 Phatlanid) meee seen 3,218 606,596 
North Borneo ~— 1,800 4,050 Middle and Near’ East 
LBS ati lsc ae 55 18,454 143,250 Countries eee 576 27,000 
Burma a ete 227,379 ees Germany (Western)  ........ 30 8,366 
GINS eet iv cecnsesceeecteeescssa 744,307 2,494,29 
Rog oc eee. Dae ee 571,187 2,491,534 Coal a pS Scape Teo Cwt. 8,713,210 34,805,007 
Cambodia, Laos & Vietnam 717,402 1,762,513 Australia 2... eee 39,000 181,320 
Indonesia 16,539 17,074 China) .......... Receoncotamncacastore 2,329,083 9,507,977 
Sapa Wie svete ce oe 143,422 491,216 TKO RED) cosaccoccnttiose pasientiece 139,813 585,762 
Korea, South .... ea 11,585 15,115 Cambodia, Laos & Vietnam 4,776,465 19,417,193 
Wacaot odie eek. sak 94,225 223,408 QIN, cers cece cnecereeeetncee 1,428,849 5,112,755 
Philippines 1,764 686 Motor spirit (gasoline and other 
Thailand 618,696 1,865,179 light oils for similar pur- 

Poses): 6 2.2 eereacetees Imp. gal 19,446,459 15,665,896 

DEA hee eee Lb. 73,658 702,417 Malaya 10,392,315 8,208,242 

cae, ee ee ee 70,658 678,417 Indonesia 4,541,648 3,613,408 
al ei Saal Sieh pees 3,000 34,000 Middle and Near East Coun- ‘ 
TICS: Aiea sete eee coerce 4,512,496 3,844,246 
tt , d 1 Aviation spirit (aviation gaso- 

Rattan canes, core an eee i ié 11,063,233 line) 4,851,093 6,988,858 
BiMlaya We en has 31,383 1,813,102 ve Loan | ae 
North Borneo .... oi. 2,582 167,702 Raa sot: eee ; does 

. Indonesia: Sere ccicre- posses 1,852,846 2,654,526. 
CO) 6) )) Cede eee 2 oe Bis 8,735 224,024 { 
; A 993 Middle and Near East Coun- 
Indonesia _......... pre ieee geet hed 655,955 930,024 
MCA O Me sa caiys carsbeesscnae- ae F >) cae ale asl Oe ae 6 er 


IPHIIPPINGS) ae. es0ccsover ener ese e 3,707 247,875 (To. be Continued) 
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HONGKONG AIRWAYS 


VISCOUNT SERVICES TIME TABLE 


ALL LOCAL TIME 
< ‘kong aN cong Taipei Manila 
Hongkong | Hongkong | Hongkong} Hongkong Tokyo Seoul 
Manila Taipei Seoul Tokyo Rone Hongkong | Hongkong | Hongkong | Hongkong 
’ MON. WED. 
eed wR | FRI [MON. THU.| TUE. SAT Frequency WED. SUN.| TUE.THU.| SAT. [ga suny 
1100 1745 1000 0830 dep Hongkong arr 1745 1615 1000 1730 
L ¢ 4 A t 
1945 1030 ary Taipei dep 1530 0745 
11380 dep Taipei arr 1430 
1315 arr Okinawa dep 1215 
1415 dep Okinawa arr 1115 
i} 
1445 arr Iwakuni dep 1045 
| 1545 dep Iwakuni arr 0945 
1815 arr Seoul dep 0830 
v 
| 1730 arr Tokyo dep 0730 
1230 arr Manila dep 1400 


The arrangement for chartering the Northwest Airlines DC-6 planes from Hongkong to Taipei, which hitherto 
has been in effect, is expected to terminate in August in the operation exclusively by Hongkong Airways of Viscounts 


henceforth. 


Hongkong 


PASSENGER FARES 


HK$ US$ 
fe) 372.00 64.00 
Manila R 669.00 115.20 
Ex = _ Manila 
HKs uss 
fe) 841.00 145.00 fe) 991.00 170.80 
Seoul R 1,513.00 260.90 R 1,783.50 307.50 
Ex 1,189.00 205.00 Ex — — Seoul 
HK$ uss 
fe) 400.00 70.00 ° 695.00 119.80 fe) 950.00 163.80 
Taipei R 720.00 126.00 R 1,251.00 215.70 R 1,710.00 294.90 
Ex 640.00 112.00 Ex — — Ex — — Taipei 
fo) 832.00 145.60 fo) 1,039.00 179.20 ° 557.00 96.10 
Tokyo R 1,498.00 262.10 R 1,871.00 322.60 No Service R 1,003.00 172.90 
E 1,269.00 222.00 Ex = = Ex — = 


O: One way R: Return Ex: Excursion 30-day return limit 
CARGO RATES 
Hongkong 
HK$ US$ 
Manila A 3.36 0.58 
B 2.49 0.43 Manila 
Seoul A 5.80 1.00 A 
B — _ B 8.29 1.43 Seoul 
HK$ US$ 
Taipei A 4.00 0.68 A 7.31 1.26 A 9.74 1.68 
B 3.00 0.51 B 5.45 0.94 B 7.31 1.26 Taipei 
HK$ US$ 
Tokyo A 7.59 1,31 A 10.96 1,89 No Service A 7.13 1,23 
B 5.68 0.98 B 8.18 1.41 B 5.34 0.92 


A: Rate per kilo under 45 kilos. B: Rate per kilo 45 kilos and over. 


Minimum Chorges: Minimum charge for all cargo will be HK# (US$0.70) 
or the charge for 1 kilo (2.2 lbs.) whichever is the higher. 


Newspaper Rate Between Hongkong and Taipei: Newspapers and periodicals 


originating from Hongkong and terminating in Taipei are charged at 
HK$2.50 per kilo, subject to Minimum Charge rule. 
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IMPERIAL PREFERENCE 


Many Business men in Britain and in other Common- 
wealth countries believe that Imperial Preference is vital 
to Commonwealth trade. The purpose of this report is to 
put Imperial Preference in perspective. Appreciation of 
its real significance is particularly important now that a 
free trade area among Britain and other European countries 
is being negotiated. 

The basic questions are: Is Imperial Preference dying 
—and should British businessmen worry if it is? Dying it 
certainly is, though its last gasp is still likely to be a long 
way off. Since the Ottawa Agreements of 1932 the value 
of these preferential rates of duty on Commonwealth manu- 
facturers and primary products has been whittled down by: 

1. Price Inflation: The specific rates of preference, 
which are more widely granted by Britain than by other 
Commonwealth countries, have lost their value as prices 
have gone up (ad valorem rates, on the other hand, have 
maintained their value). To take one example: in 1932 
the preference of 15s. a cwt. on Commonwealth butter 
was equivalent to 15 per cent ad valorem for Common- 
wealth butter then sold for about 100s. a ewt. in the British 
market. In recent years New Zealand and Australian but- 
ter has fetched roughly 340s. a cwt., and the preference of 
15s. has dropped to the equivalent of about 4% per cent 
ad valorem. (Recently Commonwealth butter prices have 
dropped sharply to about 250s. a cwt.—hence New Zea- 
land’s pleas for increased protection against foreign com- 
petitors in the British market). 

2. Tariff Negotiations: The first nibbling away at 
preferences started in 1938, when Britain and the United 
States negotiated a new trade agreement; one of the con- 
cessions on the British side was the removal of the specific 
preference on Commonwealth wheat. Under a new trade 
agreement between the United States and Canada in the 
same year Britain lost part of its preferences vis-a-vis the 
United States in the Canadian market. Preferences were 
also reduced in the UK-India trade agreement of 1939. 

The first general international attack on preferences 
came in 1947, when appreciable reductions were conceded 
in the Gatt tariff negotiations at Geneva (it was in Gatt, 
too, that the ‘no new preference’ rule was introduced). 
Further—though less important-—reductions were negotiated 
in later years in the Gatt conferences at Annecy, Torquay 
and again at Geneva. Finally the UK-Australian negotia- 
tions last year gave Australia the right to make significant 
reductions in the preferences on a wide range of British 
goods. Minimum preferential margins of 12%, 15 and 
17% per cent (according to the rate of duty) were re- 
placed by a minimum margin of 7% per cent on items 
carrying a preferential duty of not more than 10 per cent 
ad valorem, and by a minimum margin of 10 per cent 
on items carrying a duty of more than 10 per cent. 


A Quantitative Analysis 


For an assessment of the decline in the importance of 
preference one must turn to the major study of MacDougall 
and Hutt.* The main results of their analysis are sum- 
marized in the first table. 


* Imperial Preference; a Quantitative Analysis. The Economic Journal, 


June 1954. 


THE RISE AND FALL OF PREFERENCE 


PROPORTION OF TRADE ENJOYING PREFERENCE AND THE 
MARGINS OF PREFERENCE** 


UK exports to UK imports from 


Commonwealth Commonwealth 
1929 1937 1948 1929 1937 1948 
Percentage enjoying preference _ 35—36 55—57 49—51 7 60—61 54—55 
Of which enjoying preferential 
margins of: 
10% or less —------_ 9 18 19 2 27 39 
Over 10%, not over 20, 24 18 22 1 24 12 
Over: 2000 Jasons ena ee apes 3 20 9 4 9 4 
Average percentage margin of 
preference: 
On goods enjoying prefer- 
ence ea pea 13 19—20 14—15 29—49; 17—20 11—18 
On all goods ¢ 25 en eece 5 10—11 7 2-3 10—12 6—7 


** The margin of preference on any item is the difference between the 
percentage duty paid on it when imported into the Commonwealth from 
Britain (or exported to Britain from the Commonwealth), and the per- 
centage paid on it had it been obtained from the United States (specific 
duties being expressed at their ad valorem equivalents). The margin is 
reckoned as a percentage of the import value excluding duty, 


i Outside limits. 


t Includes those goods enjoying no preference; the average is struck after 
weighting the margin on individual items enjoying preference by the 
value of trade in that item. 


Preferences granted by the Commonwealth 


It will be seen that in 1929, three years before Ottawa, 
rather more than one-third of British exports to the Com- 
monwealth enjoyed preferential duties, and the average 
margin of preference—see footnote (**) to table—was 13 
per cent. The average margin of preference on all British 
exports to the Commonwealth (whether or not individual 
items enjoyed preference) was five per cent. In 1937, one 
year before preferences began to be reduced by tariff nego- 
tiations, well over half British exports enjoyed preference; 
the average margin of preference had risen to 19 to 20 per 
cent, and the average margin on all goods had risen to 10 
to 11 per cent. In 1948, one year after the first Gatt 
conference at Geneva, the proportion of British exports to 
the Commonwealth that enjoyed preference had dropped to 
about half; the average margin had dropped to 14 to 15 
per cent, and the average margin on all goods had dropped 
to about 7 per cent. As a little less than half of Britain’s 
exports then went to the Commonwealth, this figure of 7 
per cent was equal to an average margin of roughly 3% 
per cent on all British exports. 


Preferences granted by Britain 


These had changed in a broadly similar way. In 1929: 
Britain granted preference on only seven per cent of its 
imports from the Commonwealth, but the individual margins 
were high, the ‘average’ ranging from outside limits of 29 
to 49 per cent; the average margin on all goods was 2 
to 3 per cent, compared with the average of 5 per cent 
on all British exports to the Commonwealth. In 19387, three- 
fifths of Britain’s imports from the Commonwealth enjoyed 
preference, and though the average margin of preference 
had declined to 17 to 20 per cent, the average on all 
goods was much higher than in 1929—10 to 12 per cent. 
In 1948, the proportion of British imports from the Com- 
monwealth that enjoyed preference had dropped to 54 to 
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56 per cent, the average margin of preference had dropped 
to 11 to 13 per cent, and the average margin on all goods 
had dropped to 6 to 7 per cent, almost exactly the same 
as the average margin on all British exports to the Com- 
monwealth. 


These changes resulted not only from alterations in 
tariffs and the effects of price movements on specific duties; 
in part they also reflected changes in the pattern of trade 
—that is, in the composition and origin of the commodities 
traded between Britain and the Commonwealth. 


Further fall in value of preferences 


The authors of the analysis suggested that by mid-1953 
the average margin of preference on all trade between 
Britain and the Commonwealth was probably in the neigh- 
bourhood of 6 per cent in either direction. If the average 
margin was reckoned as a percentage of the value of trade 
including duty on British goods—the more relevant basis 
of calculation when assessing competitive power—the aver- 
age margin on all British exports to the Commonwealth 
was probably around 5 per cent. 


Preferences only important at the margin 


The authors concluded that while preferences were of 
very considerable importance in certain trades—‘where the 
rate is relatively high or the market highly competitive and 
sensitive to price differentials-—the effect of preferences 
on total British exports could not be more than marginal. 
It seemed unlikely that an average preference of around 
5 per cent on British exports to the Commonwealth could 
make a difference of more than, say, 5 per cent in total 
British exports. Marginal exports of 5 per cent (which 
would earn Britain an extra £160 million on the basis: of 
total exports in 1956) could nevertheless be of crucial im- 
portance while the British balance of payments remained 
precarious (it still is). It was ‘certain that the effect of 
Imperial Preference on total sales of United Kingdom manu- 
factures is entirely negligible’. 


The fastest growing markets 


Up to now this report has discussed the importance of 
preference chiefly in relation to trade between Britain and 
the other members of the Commonwealth. But its signi- 
ficance is also affected by changes in trade between the Com- 
monwealth and the rest of the world. If countries outside the 
Commonwealth take an increasing share of British exports, 
the importance of preference in Britain’s total export trade 
is reduced. Since the war trade between the major manu- 
facturing countries of the world has grown faster than 
trade between Britain and the Commonwealth; apart from 
Britain Canada is the only other major manufacturing coun- 
try in the Commonwealth. For most of the post-war: period 
British manufacturers have tended to concentrate on Com- 


THE FLIGHT 


A major problem facing the British economy is the 
growing suspicion of money, the belief that the fall in its 
purchasing power is a probability with which we have to 
reckon over the months and years ahead and the conse- 
quent ability of borrowers to secure loans on fixed interest 
terms. This state of affairs has recently been reflected 
in the crumbling of prices in what has been a friendless 
gilt edged market. It has also been apparent in recurrent 
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monwealth markets—because of old-established connections, 
a common language and tradition, and the preferences 
themselves. This helps to explain why Britain’s share of 
world trade in manufactures has been slipping steadily. 


The trend is changing 


But British exporters are now paying more attention to 
foreign markets and have successfully expanded their sales, 
notably to the United States and a number of European 
countries. Between 1988 and 1948, as the second table 
shows, the Commonwealth’s share of total British exports 
rose from 45 to 47 per cent, and from 1950 to 1954 it 
was almost constant at about 49 per cent. By 1956, how- 
ever, the Commonwealth’s share had fallen to 46 per cent. 


THE COMMONWEALTH’S SHARE OF UK TRADE 


1938 1948 1950 1952 1954 1956 

Total UK exports, & million 
f.o.b.* 52 ee : Saher at 1,583 2,171 2,584 2,674 3,172 
Commonwealth’s share -__--_- 45% 47% 497% 49% 49% 46% 
Total UK imports, £ millionc.j.f. 920 2,078 2,608 3,477 3,374 3,889 
Commonwealth’s share __.-_ 37% 45% 43% 41% 487 45% 

* Excluding re-exports. 
The future 


The rate at which Commonwealth markets for manu- 
factures grow in the future depends, in part, on the level 
of world commodity prices and the extent to which these 
countries can raise overseas capital to finance their ambi- 
tious development programmes. This last depends, in part, 
on the size of the surplus in the British balance of pay- 
ments, and how much of that surplus Britain can spare 
for investment in the Commonwealth. Even taking a rea- 
sonably optimistic view of these factors it seems unlikely 
that Commonwealth markets will be able to match the rate 
of growth in the major manufacturing countries. Hence 
if British exports are to prosper the export drive in foreign 
markets must be intensified, without neglecting the Com- 
monwealth markets. If British efforts are successful 
the proportion of total exports going to the Commonwealth 
will decline further, and the importance of preference too. 


The Free Trade Area 


This will shove Britain further in the direction of 
foreign markets. To hold its own against foreign competi- 
tion British industry will have to increase its exports to 
the area as fast as the other members increase their exports 
to Britain. If Britain is able to hold its own in markets 
that are eventually free of import duties it will be able 
to face competition in other markets without qualms. In 
that case—and as long as Imperial Preference has any value 
at all—British exporters should be able to retain their 
markets in the Commonwealth and pocket the preference 
in full. 

— Trend (London) 


FROM MONEY 


failures of fixed interest loans to secure anything like full 
response in the new issue market. 

A number of dominion, local government and _ indus- 
trial issues made on what would appear to be generous but 
fixed interest terms have, in large measure, been left with 
underwriters in the City of London. This in its turn is 
leading to considerable indigestion in the market. 1. The 
big institutions which underwrite these loans are becoming 
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cluttered up with stock they do not need. 2. They are in- 
creasingly reluctant to accept any further underwriting pro- 
position until what they have on their books has been 
digested. 


Dearer and dearer money 


As a result the queue of would-be borrowers in the 
market is steadily lengthening even though the Government 
have recently attempted to shorten it by ordaining that no 
jocal authorities should be allowed to make a public issue 
for less than £3 million. 


The same trend is becoming apparent in other coun- 
tries. But their difficulties are seldom as acute as those 
which have occurred in Britain. Canada and France have 
recently increased their Bank rates. Even Switzerland, the 
most insulated money-market in the world, the classical re- 
fuge for international capital and, therefore, the home of 
cheap money has recently had to increase its Bank Rate, 
the first such movement for just on 21 years. 


There are many reasons for this upward trend of in- 
terest rates. The most obvious of them all is the present 
and prospective equation between the supply of savings 
and the demand for capital. 


Every undeveloped country in the world is trying, 
within the span of two or three five year plans, to accom- 
plish a rate of industrial development far exceeding that 
maintained by older industrial countries. 


These older countries in their turn are now on the 
threshhold of a new industrial revolution in which automa- 
tion, the development of nuclear energy, and the application 
of new electronic and chemical processes is creating a tre- 
mendous demand for capital. 


The nuclear energy programme for Britain alone is 
expected to cost £1,500 million over the next ten years. 
The world’s oil industry is expected to invest the equivalent 
of £45,000 million over the next decade and although the 
bulk of this vast sum Will be provided out of profits i.e. by 
the consumer rather than the investor, this industry will 
none the less make its considerable claims on an already 
overburdened capital market. 


Waning confidence in money 


The difficulties of the capital market can also be ex- 
plained in terms that go beyond this strict relation between 
the supply of capital and the demand for it. This is the 
distrust of the stability in the purchasing power of money. 
There is without question a flight from money. This is 
due to a growing conviction among many people who have 
never before harboured such a thought 1. that money is 
bound to continue to depreciate, 2. that therefore the pru- 
dent investor should avoid securities on which the interest 
is fixed and will over the course of years represent a steadily 
falling volume of purchasing power. 


Although this problem is facing Britain in particularly 
compelling form at present it is one which is of world wide 
incidence. It is brought home in a most instructive table 
published in the last annual report of the Bank for Inter- 
national Settlements which shows that among the twelve 
most important countries of the free world the annual rate 
of depreciation in the value of money since 1946 has 
with one single exception, that of Switzerland, been greater 
than the yield on a Government bond bought in 1946. 
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Over that period investment in Government bonds would 
have yielded the following rates: 


French —10.2 per cent Dutch — 10 per cent 
British — 3.4 per cent Swiss + 1.7 per cent 
U.S. — 1.6 per cent 


Important implications 


The implications of this state of affairs are of tremen- 
dous importance both for the investor and the borrower. 


For the lender or investor this flight from money is 
a sign of the times which looks like gathering further 
momentum. A possible corrective to it is the recent sub- 
stantial fall in the prices of many primary commodities. 
This could well be accentuated by a complete cessation of 
American stockpiling—a move which gains in probability 
from the present mood of economy in U.S. Congress and 
also from the new techniques of attack and defence which 
make the stockpiling of strategic materials more irrelevant 
than they were previously. 


Failing a cataclysmic fall in commodity prices (a most 
unlikely development) the flight from fixed interest securi- 
ties and the drift into equities is likely to continue. 


Another implication of this state of affairs is that the 
level of interest rates is likely to remain comparatively 
high since it will have to allow for 1. the erosion of the 
value of money and 2. the excess in the demand for capital 
over the likely supply of it. 


A number of adjustments are likely to follow the 
establishment of interest rates on a permanently higher 
level. 


1. Life assurance premiums which are now adjusted 
to a relatively low rate of interest will have to be changed 
and reflect the higher earnings which the life offices can 
earn on new money deposited with them. 2. There will in 
due course have to be fundamental changes in’ the Trustee 
Acts, allowing Trustees to invest with greater elasticity in 
securities which are now outside the authorised list. This 
will merely add momentum to a movement which is already 
well under way. Hardly a week passes without applica- 
tion being made to the courts for changes in the terms of 
trusts allowing the trustees more latitude in investing their 
funds in equities. 


For borrowers, the flight from money will require the 
development of new borrowing techniques. ‘Companies 
raising money will increasingly have to bait the hook with 
equity rights. This is already being done by the new device 
of convertible loan stocks. Companies have had consider- 
able success in raising money recently by fixed interest 
loan stock which carries the rights of conversion into or- 
dinary shares. 


This technique cannot be adopted by local authorities 
or the Government which now has to bear the burden 
of borrowing for the whole of the nationalised sector of 
industry. If the present flight from money continues fixed 
interest borrowing by the Government may have to be as- 
sisted by index number clauses or by linking the interest 
to be paid either to the price of gold or to the cost of 
living or to the average level of ordinary shares. France 
has already pioneered these techniques—not in a manner 
likely to encourage imitators. Imitation may be forced 
on other countries including the United Kingdom if the 
fundamental problem of inflation is not solved and the flight 
from fixed interest securities arrested. 


— Trend (London) 
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U.S.$ 
T.T. T.T. Notes Notes 
July High Low High Low 
22 $602 599 603 60034 
23 601 59912 60316 6017 
24 601 598 60316 60034 
25 59834 59742 60076 59914 
26 599 59844 60134 60042 
27 599 59842 6024 60053 
D.D. rates: High 59912 Low 596. 


Trading totals: T.T. US$3,290,000; 
Notes cash $575,000, forward $2,630,- 
000; D.D. $870,000. Market  con- 
tinued easy but notes were over two 
points higher than T.T. rates. In the 
T.T. sector, general and gold importers 
absorbed funds from Japan, Korea, 
and the Philippines. In the notes mar- 
ket, overbought speculators began to 
liquidate at a loss on account of the 
high change over’ interest against 
them amounting to HK$11.75 per US$ 
1,000. Speculative positions averaged 
US$2 million per day. In the D.D. 
sector, market continued quiet. 

Far Eastern Exchange: Highest and 
lowest rates per foreign currency unit 
in HK$: Philippines 1.725—1.72, 
Japan 0.01445—0.014175, Malaya 
1.871, Vietnam 0.06622, Laos 0.055, 
Cambodia 0.072—0.071, Thailand 
0.2849—0.2832. Sales: Pesos 320,000, 
Yen 110 million, Malayan $370,000, 
Piastre 12 million, Kip 7 million, Rial 


6 million, and Baht 3 million. Chinese 
Exchange: People’s Yuan notes quoted 
HK$1.40—1.38 per Yuan. Taiwan 


Dollar notes quoted HK$0.164—0.163 
per dollar, and remittances 0.16—0.158. 

Bank Notes: Highest and lowest 
cates per foreign currency unit in HK$: 
England 16.35—16.22, Scotland and 
Treland 14.00, Australia 12.45—12.42, 
New Zealand 14.50, Egypt 12.00, East 
Africa 15.00, West Africa 13.50, South 
Africa 16.00—15.80, Jamaica 14.00, 
Fiji 10.00, Malta 12.00, India 1.176, 
Pakistan 0.80—0.79, Ceylon 0.995, 
Burma 0.52, Malaya  1.84—1.837, 
Canada 6.27—6.25, Cuba 5.50, Argen- 
tina 0.1385, Brazil 0.075, Philippines 
1.765—1.745, Switzerland 1.37, West 
Germany 1.89, Italy 0.0098, Belgium 


0.115, Sweden 1.02, Norway 0.72, 
Denmark 0.77, Netherlands 1.54, 
France 0.01445—0,0141, Vietnam 


0.0675—0.067, Laos 0.056—0.0545, 
Cambodia 0.0725—0.072, North Borneo 
1.60, Indonesia 0.1839—0.136, Thailand 
0.28—0.276, Macau 1.02—1.015, Japan 
0.0147—0.01435. 


Gold Market 


July High .945 Low .945 Macau .99 
22 $263 26194 High 27214 
23 26254 2617 
24 26214 26144 2711, Low 
25 26134 26034 
26 26214 26158 
27 26214 26114 

Opening and closing prices were 
262% and 261%; highest, 263 and 


lowest, 260%. Market was easy and 
change over interest favoured sellers 
totalling HK$3.55 per 10 taels of .945 
fine. Tradings totalled 43,200 taels 


HK SHARE MARKET 


Last week’s market was stimulated 
by fresh funds from SE Asia with in- 
terest covering Banks, Industrials, 
Stores, Wharves and Godowns, Utilities, 
Cottons, Lands and Hotels. Turnover 
amounting to $5.361 million (Monday, 
$1.304 m; Tuesday, $807,000; Wednes- 
day, $740,000; Thursday, $1.363 m; 
Friday, $1.148 m) was the highest 
weekly record since mid-February this 
year. Among transactions in Utilities, 
with the exception of Star Ferries, de- 
mand far exceeded supply pulling quota- 
tions up. Good business reported by 
godown companies during first half 
year also helped to firm prices of HK 
Wharves, HK Docks and China Provi- 
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dents. Wheelocks first edged up to 
8.15 but profit-taking pushed quota- 
tions down to 7.95. Hotels retained 
very strong demand; prospects good 
because increasing number of tourists 


are visiting HK. The transfer of 
ownership of the Miramar Hotel at 
about $16 million assured investors 


that HK Hotels with assets far more 
than the Miramar are worth buying 
even at $16; 1956 highest was 15.90. 
Textiles improved on better demand 
but profit-taking depressed Nanyangs 
from 9.70 to 9.80; however, no sharp 
drop anticipated. On the whole, prices 
were firm and most shares closed at the 
week’s highest. 

The Secretaries for Yangtsze Fin- 
ance announced that on July 25, the 
shares had a statistical value of $8.76. 


Annual 
Share July 19 Last Week's Rate Up & Down Dividend Yield* 
Highest Lowest Closing (%) 
HK Bank XD 1790 1785 XD 1780 +$40 $80 4.49 
Union Ins. 98.50 s 95.50 b 97 +$2 $3.40 3.51 
Lombard 4 37.50 s 35.50 35.50 —$2 $2 5.63 
Wheelock aaa i 8.15 7.95 8 —5de 75¢ 9.38 
HK Wharf sna 109 112 110 112 +$3 $6 5.36 
HK Dock aoatern 45.75 b 48.25 45.75 b 48.25 +$2.50 $2 4.15 
Provident, -....- 12,10 b 12.30 12.10 12.30 +20¢ $1 8.13 
HK Land s 35.50 36 35.50 36 +50c $3.50 9.72 
Realty. ssaseccue 1.475 1.475 1.45 b 1.475 firm 15¢ 10,17 
Hotel wcs==. 15.40 16 15.50 15.80 +40c $1 6.33 
yg yo ie aS oa 24.10 24.90 24.10 24.50 +40c $1.70 6.94 
Star Ferry 135 n 136 s 133 b 134 —$1l $9 6.72 
Yaumatt. “'2-22--— 103 107 104 107 +$4 $7.50 7.01 
Light 18.70 s 18.90 18.60 18.90 +20c $1.10 5.82 
Electric 29.60 30 29.50 30 +40c $2 6.67 
Telephone = _____. 27,80 28.40 27.80 28.40 +60c $1.50 5.28 
Cement .5-a6c2 32.50 33.50 32.75 33.50 +61 $4 11.94 
Dairy Farm ie 14,80 15.80 14.90 15.80 +$1 $1.63 10,32 
Watson) © cuicaccncn 11.60 12.60 11,70 12.60 +$1 $1 7.94 
Yangtsze = _._.... 6.50 6.60 s 6.45 b 6.45 b —S5e 70¢ 10,85 
Allied Inv. ae 4.60 4.65 s XD 4.25 b XD 4.25 —1l0e 25¢ 5.88 
HK & FE Inv. _- 10.90 b 11.30 s 10.80 b ll +10¢ 80c Yea 
Amal. Rubber -__ 1,50 1.525 1,50 1,525 +242c 28c 18,36 
Textile.” 2ocpenee- 4.30n 4.375 4.30 4.375 +Thoe 50c 11.43 
Nanyang <2... 9,70 9.70 9.30 9.40 —30ce $1 10.64 
* Annual Yields are only ESTIMATES calculated with current X-All rates against 
last year's dividends. 


for the week, of which 20,340 taels 
were cash transactions (4,040 taels 
liste and 16,300 taels arranged). 
Speculative positions averaged 16,500 
taels per day. Imports from Macau 
totalled 18,000 taels. One shipment 
of 56,000 fine ounces reached Macau 
in the week. Exports totalled 9,500 
taels (6,000 taels to Singapore, 2,500 
Indonesia, 1,000 Rangoon), Differ- 
ences paid for local and Macau .99 fine 


were HK$12.80—12.50 and 11.80— 
11.60 respectively per tael of .945 
fine. Cross rates were US$37.78— 


37.76 per fine ounce; 652,800 ounces 
contracted at 387.76 cif Macau. US 
double eagle old and new coins quoted 
HK$271 and 229 respectively per 
coin, English Sovereigns HK$57_ per 
coin, and Mexican gold coins HK$280 
per coin. Silver Market: 500 taels of 
bar silver traded at HK$5.75 per tael 
and 500 dollar coins at HK$3.65 per 
coin. Twenty-cent silver coins quoted 
HK$2.80 per five coins, 


SINGAPORE SHARES 


The boom continued during the week 
ended July 19. Main demand was for 
Singapore Industrials and London re- 
gistered Rubber shares. Local Rubber 
shares were active but Tins unruffled 
by the fall in the metal price. Banks 
were in the news again with the an- 
nouncement by the Mercantile Bank of 
an interim dividend of 12%% (against 
7%) and that the Board has under con- 
sideration capital reconstruction and 
the abolition of the uncalled liability 
of the Company’s A. & B. shares. Con- 
solidated Tin Smelters gladdened hold- 
ers with the increased distribution of 
17% % for the year ended March 1957. 
Last year 15% was paid. The market 
expects improved results for the cur- 
rent term in consequence of a larger 
proportion of Bolivian tin ore being 
smelted by the Williams Harvey sub- 
sidiary at Liverpool. These extra sup- 
plies were previously treated at the 
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Texas Smelter which closed at the end 
of 1956. 


Despite the fact that Singapore In- 
dustrials had reached comparatively 
very high levels, demand _ continued. 
McAlisters had a 19 cent rise with ex- 
changes up to $2.04, Fraser & Neaves 
gained 12% cents closing buyers at 
$2.85, and Gammons were 15 cents 
higher with business at $2.75. Robin- 
sons gained 17% cents, Sime Darby 
10 cents, Malayan Breweries 10 cents, 
Singapore Cold Storage 10 cents and 
Straits Steamships 50 cents. Wm. 
Jacks after business at $2.50 cum. 
dividend jumped to buyers $2.55 ex. 
At the close there was no sign of slack- 
ening demand. 


Outstanding amongst Dollar Tins 
was the sharp rise in Kuchai to $1.65, 
Lingui moved up to $3.65 buyers, Ran- 
tau were in demand at $2.52%%4 and 
Sungei Ways at $1.80. Austral Amal- 
gamated and Berjuntai were firm at 
15/7¥% and Kuala Kampar had takers 
at 41/6d. London supplied Malayan 
Tin at 16/4%, Southern Malayan at 
10/10% and Southern Tronoh at 10/6 
and 10/7%. 


Among Local Rubbers, Allenby at 
$1.65, Jimah at $1.90, Kempas at 
$2.07%, Kluang at $1.85, Benta at 
$1.30 were in substantial demand. 
There was heavy buying of the follow- 
ing London registered Rubbers:— 
Bagan Serai, Bertam Consolidated. 
F.M.S. Rubber, Ledang Bahru and 
Lower Perak. 


The Local market was quiet with tax 
free loans still in short supply. 


TRADE REPORTS 


In the local commodity market last 
week paper, cement and metals retain- 
ed strong demand from local and over- 
seas buyers. Export of Pakistan cotton 
yarn and Japanese piecegoods improved 
but transactions in pharmaceuticals and 
chemicals restricted by short stock of 
popular items and orders for China 
produce from Japan and other buyers 
covered only small quantities. Rice 
remained at high level but sugar and 
wheat flour sluggish under heavy 
supply. 

Expansion of China Trade—Repre- 
sentatives of a French engineering firm 
are now in China negotiating a 
HK$12,000 million contract for the 
building of dams and power stations 
on the Yangtze River. A French trade 
mission will visit China next month; 
members will include representatives of 
various industries and the mission may 
discuss the question of giving medium 
and long-term credits to China. 


Following the visit of an Australian 
Labour Parliamentary delegation to 
China, Peking last week decided to send 
a trade mission to Australia this Octo- 
ber to study the purchase of Australian 


wool, animal products and machinery 
and to promote the sale of Chinese 
woodoil, vegetable oils, tea and handi- 
craft. 

HK/China Trade—Import of food- 
stuffs remained heavy but supply of 
cement, paper and beans restrictive in 
volume and high in cost. From here, 
China continued to absorb metals and 
cotton yarn but counteroffers were kept 
very low and orders withdrawn when 
quotations here firmed. 


HK/Japan Trade—Import of cotton 


piecegoods and rayon textiles active 
but less volume of Japanese paper, 
yarn, fruit, cement, chinaware and 


sundries reached here 
previous weeks. Export to Japan, too, 
slowed down; with the exception of 
7,500 tons of iron ore covered by pre- 
vious orders, there were only insigni- 
ficant quantities of beans and other 
staples. Local dealers limited the 
booking of Japanese paper, metals and 
textiles to small quantities because 
most offers from Japan too high, some 
even higher than market prices here. 


HK/UK and HK/Europe Trade— 
Local rubber works’ received orders 
from UK for only 130,000 doz pairs of 
rubber footwear this year, about 50% 
less than 1956. Shipments of preserved 
ginger to UK also registered a 50% 
drop this year. Meanwhile, cargo 
movements to and from Europe, in- 
cluding UK, remained active; exports 
totalled 3,000 tons and imports 4,000 
tons last week. 


HK/US Trade—3,000 tons of cotton 
textiles, plastic goods, torch, rattan- 
ware, shirts and wooden furniture were 
shipped to US last week. HK indus- 
trialists who had _ recently returned 
from US advised local manufacturers 
that in order to attract more American 
buyers, HK products should be more 
attractive in packing and standardised 
in quality. Several consignments of 
shirts to US have been rejected by 
American importers recently because 
quality was not up to standard. 


HK/Malaya Trade—Shipments of 
foodstuffs and HK manufactured cotton 
textiles, plastic toys, enamelware, etc. 
to Singapore and other Malayan ports 
yeturned to normal after recent go-slow 
strikes there. To promote export of 
HK products in Malayan markets, more 
than 1,000 local manufacturers will ex- 
hibit their products in the coming HK 
Products Fair in Singapore. Singapore 


compared with 


merchants however seem to be more 
interested in promoting trade with 
Peking and Taipei. While pro-Com- 


munist traders there negotiated ex- 
change of rubber for light industrial 
products and foodstuffs with Peking, 
another group of businessmen passed 
here last week on their way to Taiwan 
to explore the possibility of expanding 
Taiwan/Malaya trade. 

HK/Thailand Trade—Import of rice 
from Bangkok remained still heavy in 
spite of the marked-up cost. However, 
if Bangkok rice quotations do not come 
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down, local dealers will be forced to 
buy more rice from Cambodia and other 
territories. Exports of Chinese food- 
stuffs and light industrial products as 
well as HK metalware and yarn to 
Thailand averaged about 1,000 tons a 
week. Orders reached here from 
Bangkok last week covered only selec- 
tive items of metals, paper and other 
commodities; quantities involved also 
insignificant. 


HK/Indonesia Trade—Followingy re- 
cent resumption of foreign exchange 
allocation in Djakarta and the read- 
justment of ceiling prices there for 
most consumer goods more enquiries 
reached the local market for paper, 
cotton yarn, metals and HK manufac- 
tured metalware. Many transactions 
however were handicapped by low buy- 
ing offers from Djakarta. 

HK /Philippines Trade—Increased im- 
port duties on luxuries and other non- 
essentials in Manila began to adversely 
affect HK export to the Philippines. 
Last week, Manila bought only small 
lots of metals and other essential sup- 
plies from here. 

HK/Cambodia Tivade—About 3,000 
tons of rice, live hogs, feather, maize, 
sesame and other staples arrived from 
Phnompenh and in return HK shipped 
there 1,000 tons of metals, foodstuffs 
and other supplies. There were indi- 
cations that purchase financed with self- 
provided foreign exchange by importers 
there may decline; furthermore, market 
there is already well stocked with 
various commodities after recent heavy 
shipments from here. 

HK/South Vietnam Trade—Saigon 
invited tenders for the supply of auto- 
mobiles, scooters, motorcycles, office 
equipment, printing machinery, survey- 
ing instruments, small pumps etc.; re- 
sponse from local traders not keen be- 
cause Saigon usually buys these sup- 
plies and equipment from US and other 
manufacturers direct. To protect its 
domestic industries, Saigon banned 
import of aluminumware last week. 


HK/Burma Trade—Keen competition 
from Japanese traders handicapped fur- 
ther improvement in export from here 
to Rangoon. Burma will also get US$2 
m. worth of manufactured products 
from Japan as part of reparation pay- 
ments. Under the US$250 m. repara- 
tions agreement Japan is making yearly 
instalment payments of US$25 m. to 
Burma for a period of 10 years. How- 
ever, Rangoon will continue to buy 
torch batteries, cotton textiles, alumi- 
numware and other metalware, plastic 
products, cosmetics and sundries from 
here as long as local manufacturers 
and exporters keep their prices com- 
petitive. 

HK/Ceylon Trade—Export to Co- 
lombo sluggish; shipping space for 
cargo from here to Ceylon is no longer 
lacking as it did last year. 


HK/Korea Trade—Demand from 
Seoul for various industrial «upplies, 
particularly for paper, further improved 
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but transactions were restricted by 
limited stock here. There were also 
orders for wooltops, woollen piece- 
goods, dyestuffs, watches and clocks but 
quantities involved small. For imports 
during the 12-month period from July 
1957 to June 1958, Seoul earmarked 
US$100 million including $26 m. for 
fertilizers, $1.5 m. rubber, $1.5 m. 
newsprint, $1 m. dyestuffs, $4 m. rayon 
yarn, $1 m. woodfree printing, $3 m. 
pharmaceuticals and chemicals, $1.5 m. 
steels, $1 m. non-ferrous metals, and 
$500,000 electric appliances. A surplus 
of US$12 m. from 1956/57 US Aid 
Funds will also be allocated for imports 
of paper, steels, machinery and equip- 
ment and other supplies during August 
and September. To promote sale of 
Korean staples, Seoul will set up a 
Korean products exhibition hall in HK 
next year. ‘ 


HK/North Borneo Trade—Timber 
constituted the major portion of 3,600 
tons of imports from North Borneo 
last week. Export of cement and other 
construction materials totalled 1,500 
tons. 


HK/India Trade—Both import from 
and export to India declined. Indian 


importers considered HK _ prices too 
high. Quotations from Bombay, Cal- 


cutta and Madras for cotton yarn, 
cloth, hide, tanning extract and coal 
also above local market level. 


China Produce—Beans from SE Asia, 
particularly Cambodian products, en- 
joyed better demand from local manu- 
facturers and orders from Singapore 
and Japan. Local consumption of maize, 
sesame, groundnut, aniseed star steady 
but volume small. Japan did not buy 
any other items from here during the 
week; prospects uncertain because 
Tokyo is curtailing import from here. 
Singapore also favoured garlic, menthol 
crystal, teaseed cake and hog casing; 
but low buying offers restricted trade. 
Australia booked more forward cargo 
of woodoil, UK ordered rosin but 
Europe made no commitments, 


Metals—China absorbed more steel 
plate, copper sheet, black plate and 
waste from here during the week but 
slowed down towards weekend when 
prices here firmed under steady demand 
from Cambodia for roundbars and iron 
wire rod, from Philippines for steel 
plate and structural steels, from Indo- 
nesia for iron wire, from Thailand for 
aluminum sheet and copper sheet, from 
Taiwan for steel plate and iron pipe, 
and from Okinawa for pipes and struc- 
tural steels and factory items steady. 
Heavy supply of most items prevented 
price hike. 

Paper—Korea provided keen demand 
for American and European paper, 
Indonesia interested in Japanese pro- 
ducts while local consumers preferred 
Chinese brands on account of cheaper 
prices. ‘Orders from Seoul covered 
newsprint in reels, sulphite, kraft, tissue, 
cellophane, glassine and duplex board; 
volume restricted by low buying offers 
and short stocks here. From Djakarta, 
local dealers received more enquiries 
than orders for woodfree printing, cel- 
lophane, glassine, cigarette paper and 
duplex board; low buying offers again 
curtailed the volume of business. Local 
consumption of manifold, glassine, flint, 
duplex and straw board steady but 
quantities insignificant. 


Pharmaceuticals—Interest was cen- 
tre on a few popular items including 
dihydrostreptomycin, sulfadiazine, sac- 
charine crystal, aspirin, quinine, 
caffeine alkaloid, barbitone and vita- 
min powders. Turnover small; trading 
either handicapped ‘by low buying offers 
or limited by short stock. 


Industrial Chemicals—Taiwan bought 
small quantities of bronze powder, gum 
copal, tanning extract and linseed oil. 
Market remained sluggish in spite of 
enquiries from Manila for caustic soda 
and soda ash, from Canton for gum 
arabic, from Bangkok for tanning ex- 
tract and from Seoul for sodium bicar- 
bonate; buying offers were not keen. 


Cotton Yarn & Piecegoods—Under 
the policy of absorbing essential sup- 
plies from the local market whenever 
there is a good bargain, China last week 
purchased Pakistan cotton yarn from 
here and enquired for Japanese grey 
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sheeting. Chinese grey sheeting de- 
clined in the local market but that did 
not worry Peking because HK mer- 
chants suffered the loss, not Peking. 
Towards weekend, China’s purchase of 
yarn from here slowed down because 
quotations firmed; orders for Japanese 
grey sheeting fell through because 
prices stimulated by demand from Indo- 
nesia. HK _ yarn and cloth quiet in 
spot dealings but prices firm. Local 
garment factories provided steady de- 
mand for Japanese shirting. 


Sugar—The market remained slug- 
gish; more supply arrived from Taiwan 
but export failed to pick up. Djakarta, 
too, shipped here 1,000 tons of raw 
sugar. 

Wheat Flour—With the exception of 
Canadian flour which firmed on low 
stock, both local and imported brands 
remained weak; prices dipped further. 


Rice—Adequate supply from Cam- 
bodia, Thailand and China checked 
price hike here; Bangkok quotations 
slightly marked-down but still high. 
Government is urging local dealers to 
obtain rice from supplying countries. 
other than Thailand in view of high 
Bangkok quotations. 


Cement—Demand from _ local con- 
sumers and overseas buyers remained 


strong keeping prices for local and 
imported brands at firm level. Japan- 
ese products dominated export sales 


because HK production capacity limit- 
ed while supply from Canton curtailed 
due to shortage in China. 


Water Melon—Water melon used to 
be very cheap in HK when large quan- 
tities reached here from Canton but. 
during recent years this juicy fruit 
has become a luxury item; Chinese, 
Taiwan and Japanese melons are cost- 
ing about 50 cents per pound and a 
melon big enough for four requires 
about $5. 


HK Prawns to the US—Prawns have 
become a great article of export from 
here mainly to America. But our 


fishermen cannot cope with the de- 
mand from abroad; also the local 
population, especially in the warm 


months, is a persistent consumer of 
this delightful shellfish variety. The 
fishing grounds around Macao are the 
richest for shellfish catch. Along the 
China coast shrimps, prawns and _ lob- 
sters are during several months every 
year ‘in season’. But for exports from 
here to the US, only ‘non-red’ prawns 
are permissible, and the local authori- 
ties are responsible to the US for the 
delivery of shellfish caught in Hong- 
kong waters which alone will be cer- 
tified as of Hongkong origin. Then 
only the US customs will admit local 
prawns (frozen) into their country. 
These prawn exports are being covered 
by a so-called comprehensive certifi- 
eate of origin. 

Prawns are landed here by locally 
registered junks and other fishing craft 
and are then sold at the Aberdeen fish 
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market where the purchase can _ be 
made by anybody in the export busi- 
ness; however for processing shellfish 
‘only four cold storage companies have 
been officially allowed. They are the 
Premier Cold Storage (which is one 
of the most modern plants in Asia, es- 
tablished by the Fung Ping Fan _ in- 
terests, doing capacity business, but 
export through another F.P.F.-organi- 
sation, Messrs A. Dransfied & Co.), the 
Dairy Farm I. & C. S. Co., Asia Cold 
Storage Co., and China Egg Produce 


Co. Many small dealers, often not 
competent to deal in frozen fish ex- 
ports, are in this business but the 


major share has been handled by 
well-known firms, with Dransfield re- 
maining in the lead. 


The. China embargo in the US has, 
like in so many other articles, brought 
about a becom in locally caught shell- 
fish, mainly prawns which seem to ap- 
peal to the American palate, and as 
the demand still rises and catches are 
not catching up with it, the price tends 
to rise (which has also an unpleasant 
effect on local consumption). Catches 
may increase, stimulated as they are 
by better prices offered by exporters. 
In recent months exporters had to ra- 
tion, as it were, their shipments to the 
US but now, it is expected, that easier 
supply will soon become available. 


In our issue of July 18, on page 91, 
first column, it was erroneously stated 
that shipments of frozen prawns to the 
US were limited to US$400 per con- 
signment. This error was due to some 
confusion about official regulations and 
limitations in supply. The HK Govt 
and the US authorities do not limit in 
any way exports of frozen shellfish 
from here to the US provided they are 
covered by comprehensive certificate of 
origin. But for some time now such 
exports, due to scarcity of supply, 
have been limited to most shipments 
being valued at about US$400 or less. 


HONGKONG COMPANY 
INCORPORATIONS 


Following new limited liability com- 
panies were incorporated during the 
fortnight ended June 29, 1957 (all 
capital is nominal and in HK$): 


Peninsular Shipping Co.—Capital, 1 
m.; 25A-26, Printing House, Hongkong; 
Subscribers: Lam Kai, 218 Wanchai 
Road, Hongkong, merchant; Pai Gam 
Cheun, 1 Wongneichong Road, Hong- 
kong, merchant. Central United Land 
Investment Co.—Capital, 1 m.; Com- 
mercial House, Hongkong; Subscribers: 
Lee King Chiu, 580K Nathan Road, 
Kowloon, merchant; Kwan Chin Pang, 
175 Portland Street, Kowloon, mer- 
chant; Lee Sui Loon, 108 Bank of East 
Asia Building, Hongkong, merchant; 
Edwin Mok, 4 Tsoi Tak Street, Hong- 


kong, merchant, Taitat Co.—To deal 
in ships and vessels; Capital, 100,000; 
402 Commercial House, Hongkong; 
Subscribers: Max Woo, 23 Shell Street, 
Hongkong, merchant; Kong Tung Wai, 
65 Queen’s Road Central, Hongkong, 
merchant; Antonio Wu, 116-C Waterloo 
Road, Kowloon, merchant. Wah Kun 
Co.—Importers and exporters; Capital, 
300,000; 4 Connaught Road West, 
Hongkong; Subscribers: Chin Kon Kun, 
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29 Har Kwai Chung Village, Tsuen 
Wan, merchant; Young Shui Yow, 50 
Yan Hing Street, Tai Po Market, mer- 
chant. Foo Wah Land Investment Co. 
—Capital, 1 m.; Subscribers: Lee King 
Chiu, 580K Nathan Road, Kowloon, 
merchant; Ching Gar Noon, 424 Hong- 
kong Hotel Building, :merchant; Frank 
S. Y. Tsou, 16 Kai Yuen Terrace, Hong- 
kong, merchant; Chan Wan, 1 Knuts- 
ford Terrace, Kowloon, merchant. 
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Victory Weaving and Dyeing Factory— 
Capital, 500,000; Texaco Road, Tsuen 
Wan; Subscribers: Woo Kwok-Yin, 44 
Leighton Road, Hongkong, merchant; 
Kong Tcheng-Yu, 73 Chatham Road, 


Kowloon, merchant. Pioneer Industries Road, Hongkong, 


(Far East)—Cotton spinners; Capital, 
500,000; 23B Robinson 
kong; Subscribers: 
3 Headland Road, Hongkong, merchant; 
Yung Frank ‘Chishen, 
engineer. 
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Hong Cotton and Piece Goods—Capital, 
100,000; 108 Apliu Street, Kowloon; 
Subscribers: Chan Wing Yeung, 160 
Prince Edward Road, Kowloon, mer- 
chant; Chan Ho Min, 108 Boundary 
Street, Kowloon, merchant. 


Road, Hong- 
Chang Hung-Ting, 


23B Robinson 
Luen On 
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COUNCILS IN RED STATES 


(Continued from Page 131) 


WORKERS’ 


the Government to give them more responsibility, especially 
over wages. Unless the councils have the power to relate 
wages to productivity, the workers’ feeling of a direct share 
in the economy is unrelated to his own living standards 
and his hopes of betterment. Mr. Kardelj has argued that 
the whole basis of these workers’ councils is nullified while 
Government control over wages remains so tight. It will 
not, therefore, be enough for Tito to defend the councils 
against those who decry them from a rigid Communist stand- 
point; he must also meet the criticism that the councils 
have not brought the (legree of democracy and genuine 
workers’ participation in management through which alone 
they can become a potent example: to the still regimented 
workers of eastern Europe—and of China. 

The Tito experiment in ‘‘democratic’” industrial man- 
agement interested Poland and Poland and Peking took a 
considerable interest in each other’s ideas on the same sub- 
ject. The workers’ council of the huge heavy machine 
factory at Poznan whose agitation for reform was the basis 
of the riots throughout the city last June (1956) has made 
the workers more satisfied. The councils are freely elected 
from the various departments in the factory, and through 
them the workers have been given a real voice in planning 
and production. It is in fact a reversion to the early 
Soviets of the period before Stalin. The workers receive 
the orders from the higher levels, draw up a plan for the 
factory in consultation with the director, and the council 
can adopt or reject or change any plan. For instance one 
of their first acts was to lower the planned targets because 
the previous ones were impossible to fulfil. 

The workers’ council has also become a major factor 
in internal affairs, and in factory organisation. When 
workers complain of waste or inefficiency, the council can 
request explanations from the management. But nothing 
can be changed without the director’s agreement. The sys- 
tem is actually a division of power, in which the council 
makes the plan, the management carries it out and each 
checks the activity of the other. The council must have 
the Ministry’s approval before it hires or fires any member 
of the management. 


The Yugoslav system gives the councils the exclusive 
power in hiring whatever management they choose. The 
Yugoslavs have a «lecade of experience behind their councils 
and even now there is no set pattern yet for the Polish coun- 


cils. Perhaps when there is a national organisation of 
workers’ councils ideas may be exchanged. The Chinese 
Communists seem anxious that the Party shall continue to 
dominate economic enterprises and that no matter how many 
other factors there may be, the Party representative will 
still have the decisive voice. The Party at the end of May 
recommended to State-owned enterprises the Workers’ Re- 
presentative Conference as the best way of drawing the 
workers into management. Preliminary experiments, said 
the People’s Daily, had shown that such a system helps the 
factories to expand democracy, solve contradictions, and de- 
velop production. The Conference is elected by, and repre- 
sents, all workers. It has the right to listen and discuss 
such measures as production plans, technical measures, 
finances and wages and make proposals. It also has the 
right to supervise the spending of bonuses and welfare 
funds, labour safety, medical expenditures, and others. It 
may pass resolutions on the aforementioned items, ‘‘on con- 
dition that they do not run counter to the directives of 
the higher bodies.’ That, of course, deprives them of that 
independent status which they demanded in Poland. The 
editorial explained that the director and other leading offi- 
cials are to be appointed by the State. But should any lead- 
ing official prove incompetent, the conference has the right 
to criticise him and, if necessary, propose to the higher 
bodies to remove him. If the conference disapproves of 
the decisions made by the higher bodies, it has the right to 
make its own suggestions. Should the higher bodies uphol:l 
their decisions, the latter should be carried out. ‘This, 
conforms to the principle of democratic centralism,” con- 
cluded the editorial, which added that the Workers’ Repre- 
sentative Conference should belong to the same organisation 
as the Trade Union Representative Conference. The T.U. 
Committee is responsible not only for convening the 
Workers’ Representative Conference, but should, between 
sessions, also exercise the right of supervising the carrying 
into effect of the conference’s resolutions on production and 
the managing of the enterprise. The CCP Committee in 
the enterprise should support criticism of the bureaucracy 
that may be voiced at the Workers’ Representative Confer- 
ence. It should also guide the management of the enter- 
prise in carrying out the resolutions of the conference. 


It was the destruction by the Bolsheviki of the Soviets 
of Workers and Peasants that liquidated the early demo- 
eracy of the Soviet Revolution and paved the way to the 
Dictatorship of the Proletariat, i.e., of the Party of Lenin, 
and atter his death, the Dictatorship of Stalin over the 
Party and the Party over the People. 


